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ALASKAN SUBMERGED LANDS 


FRIDAY, APRIL 25, 1958 


Untrep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
SUBCOMMITTEE ON TERRITORIES AND INSULAR AFFAIRS, 
Washington, D.C. 


The subcommitte met, pursuant to recess, at 10:30 a. m. in room 
224, Senate Office Building, Senator Henry M. Jackson (chairman of 
the subcommittee) presiding. 

Present: Senators Jackson, Neuberger, and Anderson. 

Also present: Stewart French, chief counsel, and Gordon C. Culp, 
professional staff member. 

Senator Jackson. The subcommittee will come to order. We will 
resume consideration of H. R. 8054. This bill, under its Senate num- 
ber, S. 2242, sponsored by the chairman, Senator Murray, was con- 
sidered during the last session. I will direct that the transcript of 
our hearing last July on S. 2242 appear as an appendix to this hearing. 
Further action was deferred until the staff had an opportunity to 
make on-the-spot inquiry and investigation in Alaska. I think it 
might be well, first of all, to have included in the record at this point 
sone communications that have been received. 

(See appendix, p. 117, for transcript of S. 2242.) 

They include one from Mr. Holdsworth, the commissioner of mines 
of the Territory of Alaska, and there are memorandums with the 
letter; a letter from Roger Ernst, the Assistant Secretary of the 
Interior; a letter from Al Anderson, executive director of the Alaska 
Resource Development Board; a letter from Edward Woozley, the 
Director of the Bureau of Land Management; and a letter from the 
Acting Secretary of the Interior, Mr. Chilson. 

(The documents referred to follow :) 


TERRITORY OF ALASKA, 
DEPARTMENT OF MINES, 
Juneau, Alaska, January 8, 1958. 
Hon. JAMES BE. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 


My Dear SENATOR MurrRAy: Enclosed is a copy of the recent report on H. R. 
8054 as requested in your telegram of this date. In connection with this report, 
it is felt that your committee should be advised as to the sequence of events 
which resulted in its submittal. 

Alaskans, in general, sincerely desire legislation which will remove our sub- 
merged lands from their present status and open them to exploration for oil 
and gas. The undersigned testified before the House committee in favor of the 
passage of H. R. 8054, and Alaskans were generally satisfied with the bill as it 
passed the House. 

When H. R. 8054 was transmitted to your committee, some questions were 
raised by committee members which apparently required answers from those 
people in Alaska most directly concerned with the legislation, its administration, 
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and its effect on the Territory’s economy. Several meetings were held in Alaska 
during which these matters were discussed. The local group was advised that 
some committee members apparently felt that those lands periodically covered 
by tidal waters and exposed to the open sea should be eliminated from this legisla- 
tion. Members were reportedly not in agreement on the preference-right provi- 
sions. It was also pointed out to us that your committee is not inclined to 
approve legislation in an undesirable state simply to assure or speed its 
enactment. 

With the above in mind, our local group approached the problem with the view 
that if H. R. 8054 was to be amended, it be done in such a manner that the 
legislation be workable from an administrative standpoint. It was also felt that 
our suggestions should be submitted in the form of actual amendments. Your 
committee may feel, however, that details need not be included in the actual 
act but may be left to the discretion of the Secretary of the Interior. 

The undersigned was then requested to submit a report representing the con- 
clusions reached and incorporating the suggested amendments. 

Sincerely yours, 
Putt R. Ho_tpsworrnH, 
Commissioner of Mines. 


REPORT TO THE TERRITORIES SUBCOMMITTEE OF THE COMMITTEE ON INTERIOR AND 
INSULAR AFFAIRS, UNITED STATES SENATE 


The undersigned, at the request of Mr. Gordon Culp of your office, respectfully 
submits the following suggestions and comments on the bill (H. R. 8054) after 
extensive consideration and discussions with the following parties concerned: 

Governor of Alaska. 

Delegate from Alaska. 

Area director and lands and minerals officer of the Bureau of Land Man- 
agement. 

Regional solicitor for the Interior Department. 

Office of the attorney general for Alaska. 

Director, Alaska Department of Lands. 

Director, Alaska Resource Development Board. 

Chamber of Commerce representatives. 

Oil industry representatives. 

Alaskans in general. 

It is evident that H. R. 8054, as passed by the House, should be amended. 
The following amendments are suggested to the Union Calendar No. 261 version 
(Rept. No. 774) : 

Page 3, line 24, add the following at end of section 4: 

“* * * by application of the internationally recognized ‘ten mile rule’ and 
‘semicircular method’ used in the determination of bays, as inland waters.” 
(Adopted at The Hague in April 1953 by a committee of the International Law 
Commission of the United Nations). 

Page ‘ lines 15 and 16, strike out the words ‘which was in effect on Janu- 
ary 1, 1957.” 

Page 4, line 17, strike out the word “was” and substitute the word “is”. 
Strike out the words “on that date” and substitute the words “on the date of 
approval of this Act’. 

Page 4, line 18, strike out the words “became or’. 

Page 4, line 20, insert the word “nontidal” between words “inland” and 
“navigable”. 

Page 5, line 1, after phrase “have a preference right to” strike balance of sec- 
tion 6 and substitute the following: “include in his original lease (or applica- 
tion or offer) that portion of land beneath inland nontidal navigable waters con- 
tiguous to his upland holdings which, together with the upland portion, shall be 
limited in size to the closure of a rectangle whose side and end lines shall not 
exceed the maximum length and width of the upland area, provided that these 
side and end lines may be adjusted not more than one-fourth mile to conform 
to any protracted survey system. In cases where a conflict occurs, equitable al- 
location will be made by the Secretary. After determination of preference 
rights the remaining land areas covered by inland nontidal navigable waters will 
be made available, in accordance with the provisions of the Mineral Leasing Act 
applicable to upland areas, upon order of the Secretary. 

“In the case of.land beneath inland tidal navigable waters no preference right 
will apply. All lands beneath inland tidal navigable waters offered for lease will 
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be on a competitive bid basis pursuant to the proviisons of section 17 of the 
Mineral Leasing Act as amended, at such times and places as the Secretary may 
direct.” 

SECTIONAL ANALYSIS 


Section 1: All parties concerned are in agreement that the provisions of the 
act should cover all lands beneath inland navigable waters, i. e., all lands lying 
landward of the coastline—the line that separates inland waters from marginal 
sea—covered by waters whether tidal or nontidal. The United States has tra- 
ditionally taken the position that this baseline is the low-water mark following 
the sinuosities of the coast, except where major indentations occur. This base- 
line or boundary line is the same one which will be referred to in future legis- 
lation covering those lands under the marginal sea. We see no reason to create a 
“no man’s land” comprising those tidelands exposed to the open sea, as has been 
suggested, and which would require additional future legislation. 

Section 4: It is generally felt that the determination of inland navigable 
waters should not be left open to the Secretary but should follow established and 
internationally recognized procedures. 

Section 6: The establishment of a January 1, 1957, date poses a serious admin- 
istrative problem. All parties concerned agree that the provisions of this section 
should become effective as of the date of the approval of this act. This is 
particularly true when considering the suggested preference right amendment. 

By allowing a lease applicant to include in his original application that portion 
of the contiguous submerged lands covered by nontidal waters which would be 
encompassed by the closure of a rectangle, size of which is determined by his 
upland holdings, the administrative problems of adjudication are eliminated. 
In the extension of these rectangles few conflicts between applicants can occur 
which did not already exist on the upland portion of adjoining leases. In the 
case of streams and narrow elongated bodies of water where a conflict may occur 
between applicants on opposite sides of the body of water, the “thread of the 
stream” principle or other equitable method of allocation may be adopted at 
direction of the Secretary. An explanatory sketch is attached to this report. 

In the case of very large bodies of nontidal water, and after exercise of the 
preference right to close the rectangles, an unclaimed area may remain in the 
central portion of the body of water. Provision is made in the suggested 
amendment for the Secretary to offer this area for lease in accordance with the 
provisions of the Mineral Leasing Act applicable to uplands, that is, competitively 
or otherwise depending on whether or not the area is included in a proven 
geologic structure. 

The suggested amendment to section 6 also proposes to treat submerged lands 
eovered by inland tidal waters in a different manner than those covered by 
nontidal waters. There is a general feeling among Alaskans that the royalty 
provisions of the Mineral Leasing Act as they apply to the Territory are satis- 
factory because of local conditions but that competition bidding in tidal areas 
would not discourage development. In many cases the availability of these tidal 
areas will accelerate development because of accessibility. 

Representatives of the oil industry have expressed a desire to be able to 
lease submerged lands covered by inland tidal waters under the same provisions 
of the Mineral Leasing Act applicable to the adjacent upland areas. Bureau of 
Land Management officials are inclined to take the opposite view, particularly 
from an administrative standpoint, as it would allow that agency to establish the 
actual coastline or boundary between inland waters and marginal sea, in those 
areas of immediate interest, prior to offering these areas covered by inland 
tidal navigable waters on a competitive bid basis. 

The question has been raised by some individuals regarding the possibility 
of greater benefits accruing to Alaska should the Territory or future State be 
the owner of potential oil and gas lands, with a possible higher royalty rate 
applied. The following points should not be overlooked : 

(1) Should legislation be passed providing for the transfer of oil and gas 
lands to Alaska, it must be remembered that the terms of existing leases 
cannot be changed; an existing lease continues in effect “as long as oil and 
gas may be produced in paying quantities.” 

(2) The Territory has shown by their passage of the Alaska Land Act 
(ch. 184, SLA 1957) that oil and gas leases issued by Alaska “shall be in 
substantial conformity with the provisions of the Mineral Leasing Act of 
1920, as amended.” 
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There are only two provisions in the land bill which provide for terms in 
leases different from Federal requirements. 

(a) Article IX, section 2 (a), provides in part that “If the land to 
be leased is on a known or producing geologic structure, or one reason- 
ably believed to contain such a structure, it will be offered only on a 
competitive bid basis.” The italicized phrase has been added to the 
Federal provision to allow Alaska to offer leases on a competitive bid 
basis even though the lands may not qualify as containing a proven 
structure by USGS standards. 

(b) Section 2 (b) provides that in the case the land to be offered is 
considered noncompetitive a royalty of not less than 1244 percent will 
be required. This is in contrast to the Federal regulation of a fixed 
royalty of 124% percent. This change in wording also applies to the 
5 percent royalty provision for the first 10 years, applicable to the first 
producer in a new area. 

(83) Article IX, section 3, of the Alaska Land Act provides that 
“* * * leases issued shall be in substantial conformity with the provisions 
of the Mineral Leasing Act of 1920, as amended * * * in order that Alaska 
lands adjacent to United States lands may be operated as a unit.” Alaska 
contains 375 million acres of land, less than 1 percent of which is surveyed 
with only a fraction of this owned by the Territory. Land under lease or 
lease application amounts to less than 7 percent of our land area while over 
25 percent of our vast land area is geologically favorable for the develop- 
ment of oil or gas reserves. It is estimated that nontidal waters cover 
about 4 percent of our land area. We believe the entire land area of Alaska, 
lying landward of the high-tide line, should be uniformly administered 
under the well-established provisions of the Mineral Leasing Act. 

(4) A wildcat test in Alaska costs about $1144 million today as compared 
with an average of $250,000 in the United States. We feel that the slight 
incentive offered in Alaska (a reduction in royalty from 1244 to 5 percent 
for the first 10 years of production from the first producer in a new area) 
is necessary if we are to continue to benefit from the exploration expendi- 
tures currently being allocated to and spent in Alaska by major oil 
companies. 

One other point should be brought to the attention of your committee which 


may or may not require clarification. The boundary description of Naval 
Petroleum Reserve No. 4 designates the “high tide line” as the coastal limit of 
the reservation. H. R. 8054 would conceivably open up a tideland fringe along 
the northern boundary or Arctic coastline to leasing by the Secretary. How- 
ever, we believe that a provision in the Proposed Rules of the Secretary as 
published in the Federal Register of November 22, 1957, on page 9351 would 
prevent this possibility. Provision ¢ states “That no lease will be issued for 
lands within 2 miles of the exterior boundaries of Naval Petroleum Reserve 
No. 4.” Your committee may wish to review this point. 
Respectfully submitted. 


Putt R. HotpswortuH, 
Commissioner of Mines, Chairman, Alaska Land Board, Director, 
Oil and Gas Conservation Commission. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 8, 1957. 
Hon. Henry M. JACKSON, 
United States Senate, Washington, D. C. 


Dear Senator Jackson: This has reference to your inquiries, addressed to 
departmental witnesses during the hearing held by your subcommittee on S. 2242 
on July 16 of this year, regarding the time at which discussion began of the 
provision proposing preference rights to holders of upland leases embracing the 
lands beneath inland navigable waters. 

Our files do not reveal any discussion or consideration of this proposed 
preference right prior to the date set forth in the bill, January 1, 1957. There 
has been, of course, discussion of possible leasing legislation, both within and 
outside the Department, for some little time. For example, as early as June 28, 
1955, Delegate Bartlett introduced legislation (H. R. 7055, 84th Cong.), pro- 
posing a grant to the Territory of the lands beneath these waters and also those 
under the waters up to 3 miles from the coastline. 

Also, at some time during 1956 there was brought to the Department’s atten- 
tion a draft bill (unnumbered Senate Interior Committee print of January 7, 
1956), containing a preference provision, but with the preference going to a 
different group of persons. That print would have given preference to those 
having lease applications pending at the time of enactment of the bill, who in 
most cases would not have leases on the embracing uplands. The purpose of 
giving preference to lessees of embracing uplands, as proposed in 8S. 2242, is to 
preserve unbroken blocks of such lessees, not to recognize speculative applica- 
tions, as would have been done under the committee print referred to above. 

Sincerely yours, 
RocerR ERNST, 
Assistant Secretary of the Interior. 


ALASKA RESOURCE DEVELOPMENT Boarp, 
Juneau, Alaska, January 6, 1957. 
Hon. Henry M. JACKSON, 
United States Senate, Washington, D. C. 


DeEAR SENATOR JACKSON: I have delayed replying to your letter of September 
9 until I had the opportunity of reviewing the entire matter with Mr. Culp, who 
is a member of the staff of your subcommittee. 

At the outset, I wish to say that H. R. 8054 was satisfactory to Alaskans and 
that its enactment at the time of its consideration would have been endorsed. 
Since that time, however, events in Alaska relative to this entire matter make 
passage of this kind of legislation mandatory. If there is a disposition on the 
part of Members of Congress to change provisions of the bill, we suggest that 
the following changes be considered : 

(1) The preference rights set forth in the bill shall exist from the effec- 
tive date of the act rather than January 1, 1957. (In the vast majority of 
filings made since the Richfield discovery, whatever speculation has occurred 
has been in oil leases and not on submerged lands. This observation is 
confirmed by officials of the Bureau of Land Management in Alaska.) 

(2) Inasmuch as practically ail of the applications and offers to lease 
contain less than 640 acres of submerged lands, there is no valid reason for 
this restriction in the bill with reference to waters not exposed to the open 
sea. Removal of the 640-acre limitation with reference to lands not exposed 
to the open sea would vastly simplify the tasks of administering the act. 
This would, in effect, give each applicant an opportunity to lease available 
land regardless of whether the lands were submerged lands or not. This 
provision would relieve the BLM of the almost impossible task of determin- 
ing what waters are navigable. With reference to those lands exposed to 
the open sea, I suppose that from a practical standpoint the 640-acre limi- 
tation would have to be retained. 

It is my understanding, however, that generally speaking it is felt that 
tidelands subject to the “10-mile rule’ should be treated in the same 
manner as those submerged lands covered by inland navigable waters. 
It is also my understanding that the petroleum companies are not insistent 
upon the extension of preference rights to the tidelands. It is believed 
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that the reason for this position is that most of their applications did not 
include tidelands within the description of the application or offer to lease. 
This principle does not apply to those submerged lands which are covered 
by inland waters. It is believed that the majority of applicants were 
unfamiliar with the law which reserved submerged lands covered by 
navigable streams and navigable bodies of water for the future state of 
Alaska. 

We do not believe that any of the suggested changes would adversely affect 
either the Territory of Alaska or the future State of Alaska. We are con- 
vinced, however, that these changes would greatly simplify the administration 
of the act. I wish to repeat that if it is felt that inclusion of the suggested or 
similar amendments would jeopardize the bill, Alaskans would be willing to 
accept H. R. 8054 in its present form. 

In making submerged lands available for exploration and development, I am 
confident that you and members of your committee will appreciate that there 
is ample historical precedent for this action. Congress has seen fit, on various 
occasions, to make these lands available for development. As you undoubtedly 
know, the lands between mean low and mean high tide were first made available 
for development in the Bering Sea area when miners were permitted to mine 
for precious metals on the beaches at Nome. This legislation was subsequently 
changed to permit mining on all beachlands between mean low and mean high 
tide. Later Congress passed similar legislation permitting mining on submerged 
lands covered by inland navigable waters. 

The proposed legislation would also make lands now held in trust for the 
future State of Alaska available to petroleum development. Availability of 
these lands is essential to any development program. Because of the fact that 
Alaska will get 90 percent of the revenues collected by the Government from 
oil and gas leases, thousands of acres of potentially productive land will be 
contributing to the revenues of Alaska. In many instances, the areas between 
mean low and high tides are the only ones which would permit development. 
If these lands are not available for development, in many cases, petroleum 
companies will be compelled to go to extraordinary expenses and select less 
favorable drilling sites. Therefore, in order to insure the fullest possible 
development, tidelands (as described in the bill) and submerged lands under 
inland lakes and streams should be made available in accordance with the 
provisions of H. R. 8054 and the Mineral Leasing Act of 1920. 

With specific reference to the questions posed in your letter, we believe they 
may be satisfactorily answered in the following manner: 

One, the question regarding the line marking the seaward limitations of 
inland navigable waters is considered in the letter of Mr. Hatfield Chilson, 
Under Secretary of the Interior, addressed to Hon. Sam Rayburn and is in- 
corporated in Report No. 774 accompanying H. R. 8054. I am informed that the 
principles set down in Mr. Chilson’s letter have their origin in the North 
Atlantic Fisheries Arbitration of 1910 before the Permanent Court at the Hague 
and that subsequently the position of the United States was advanced in 19380 
at the Hague Conference for the Codification of International Law. At that 
time the “semicircular method” was proposed. This is the method proposed by 
Under Secretary Chilson with reference to lands covered by the ‘10-mile rule.” 

With reference to your second question, we believe that each applicant or 
offeror to lease should be granted a preference right to those lands described 
in the application or offer to lease regardless of whether the lands are covered 
by inland navigable water or not. At the present time, leases on submerged 
lands covered by inland navigable waters are rectangular in form and the 
descriptions include submerged lands although the BLM stamped an exclusion 
on each application which invalidated submerged lands from the application. 
In accepting fees, however, the BLM ordinarily accepted the ful! amount re- 
gardless of whether the lease embraced submerged lands or not. In those cases 
where submerged lands were not included in the application to lease, applicant 
should be permitted to include an area of land contiguous to applicant’s upland 
holdings which would permit the applicant’s holdings to conform to the rectangu- 
lar pattern of other leases. 

With reference to question 3, the upland owners should be entitled to the 
same preference rights as those outlined above. 

With reference to question 4, I am informed that there are no parallel filings. 

With reference to the amount of money realized by the United States under 
the Mineral Leasing Act, we have no accurate way of determining the relation- 
ship between State revenues and Federal revenues. We are convinced, however, 
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that the inclusion of submerged lands and tidal lands would not jeupardize the 
financial position of Alaska. It must be borne in mind that only the first 
discovery in any field pays the 5-percent roynlity. Subsequent wells will be 
required to pay the 12%-percent royalty. 

The principles contained in the Mineral Leasing Act of 1920 are acceptable to 
the people of Alaska, and our 1957 legislature recognized these principles when 
it enacted legislation concerning the methods of leasing Territorial lands. It 
should also be emphasized that making tidal lands available for leasing under 
the Mineral Leasing Act will not increase the problems of the BLM as the 
Federal Government must determine at some time the location of the low tide 
line for purposes of establishing the limits of Territorial waters. 

I sincerely hope that these comments will be helpful to you and your com- 
mittee in considering H. R. 8054 and any changes which you may feel are 
necessary. We do sincerely appreciate your making Mr. Culp available to the 
people of Alaska so that we could discuss problems of this legislation with him. 

Cordially, 
At ANDERSON, Herecutive Director. 





DEPARTMENT OF THE INTERIOR, 
BuREAU OF LAND MANAGEMENT, 
Washington, D. C., August 8, 1957. 
Hon. Henry M. Jackson, 
Chairman, Subcommittee on Territories and Insular Affairs, Committee on 
Interior and Insular Affairs, United States Senate, Washington, D. C. 


Dear SENATOR JACKSON: During the hearing on July 16 on S. 2242, a bill to 
provide for the leasing of oil and gas deposits on lands beneath inland navigable 
waters in Alaska, you requested to be advised of the acreage of the water-covered 
lands subject to the preference right with respect to the number of leases out- 
standing on January 1, 1957, the number of offers pending at that date, and the 
number of offers received since that date. You also asked to be advised as to 
the total area of the lands beneath inland navigable waters subject to leasing 
by the provisions of the bill. 

We have just received the following information from our offices in Alaska: 

There were 645 oil and gas leases outstanding January 1, 1957, embracing 
within their described boundaries, not included in the leases, approximately 
315,800 acres of land beneath inland navigable waters. 

On January 1, 1957 there were pending 473 offers for oil and gas, embracing 
within their described boundaries, not included in the offers, approximately 
197,000 acres of land beneath inland navigable waters. 

One hundred ninety-four offers for oil and gas have been filed subse- 
quent to January 1, 1957, embracing within their described boundaries, not 
included in the offers, approximately 104,500 acres of land beneath inland 
navigable waters. 

According to the 1950 decennial census prepared by the United States Bureau 
of the Census the inland water area of the Territory of Alaska amounts to 9,814,- 
400 acres. Inland water is defined to include “permanent inland water surface, 
such as lakes, ponds, and reservoirs having 40 acres or more of area; streams, 
sloughs, estuaries, and canals one-eighth of a statute mile or more in width ; deeply 
indented embayments and sounds, and other coastal waters behind or sheltered 
by headlands or islands separated by less than one nautical mile of water; and 
islands having less than 40 acres of area.” 

Sincerely yours, 

Epwarp Wooztey, Director. 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., April 15, 1957. 
Hon. Henry M. Jackson, 
United States Senate, 
Washington, D. C. 
Deak SENATOR Jackson: This is in further reply to your letter of January 
23, 1957, concerning the mineral leasing of submerged lands in Alaska. 
In your letter you asked five questions. We have answered them below in 
order. In each case we have concerned ourselves solely with the general prin- 
ciples involved. Naturally, before we could endorse any legislation to accomplish 
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the purposes suggested in your letter, we would have to consider the de.a''s 
of the bill very carefully. 

1. We believe that the provisions of the Mineral Leasing Act of February 25, 
1920, as amended (30 U. S. C., sec. 181 et seq.), as it is applicable to Alaska, 
should be extended to the lands underlying inland waters, such as rivers, lakes, 
harbors, and bays. It has been suggested that general legislation permitting the 
leasing of submerged lands in Alaska, underlying both inland and offshore 
waters, should be enacted. However, we believe that legislation making the 
Mineral Leasing Act applicable to inland navigable waters should be limited to 
that subject, and that this subject should be not covered by the same bill as one 
providing for the leasing of lands beneath offshore waters. The preparation 
of a bill to permit the leasing of oil and gas deposits underlying inland navigable 
waters has been under active consideration by this Department for some time, 
and we hope to submit such a bill to the Congress in the relatively near future. 

2. We believe that the “leasing, mineral or otherwise, of ‘tidelands’ proper” 
should be authorized. The authorization of leasing between the line of mean 
high tide and the line of mean low tide necessarily involves a large number of 
complex problems and is intimately tied to the problem of leasing in the sub- 
merged lands lying between the tidelands and the boundary of the Territory, 
8 miles seaward of the coastline. For this reason legislation to authorize 
such leasing would require considerable study. However, this Department would 
endorse it in principle. As generally indicative of our attitude, we may state 
that we submitted to the Congress on February 20, 1957, a proposed bill which 
would transfer to the Territory of Alaska title to lands between the line of mean 
high tide and the pierhead line, lying seaward of surveyed townsites. 

3. We endorse, in principle, the leasing of the submerged lands within the 
Territory of Alaska lying seaward of the line of mean low tide. We do not be- 
lieve that such leasing should be under the Mineral Leasing Act. Until such 
time as Alaska obtains statehood, we would prefer to see these lands leased 
under provisions similiar to those of the Outer Continental Shelf Lands Act (43 
U. S. C., sees. 1831-1337). In the event of statehood, we assume that the Sub- 
merged Lands Act (48 U.S. C., sees. 1301-1315) would be extended to Alaska. 

While endorsing in principle the leasing of the submerged lands lying seaward 
of the line of mean low tide, we recognize that the preparation of legislation to 
permit it would involve a number of serious problems which would have to be 
resolved before any specific bill could be approved. One of the most important 
is the determination of the coastline. The innumerable indentations of the coast- 
line of Alaska would cause serious difficulty. Another problem is that, if leasing 
were permitted between the coastline and a line 3 miles seaward thereof, the 
question of permitting leasing on the Outer Continental Shelf would arise. 
These and many other problems would require careful consideration. 

4. Your question about the protection of the rights of those holding prior leases 
on the uplands when submerged lands are included within the boundaries of such 
upland leases is to some extent answered by our replies to your previous ques- 
tions. Since we are without authority at this time to issue leases on submerged 
lands, the inclusion of such lands within the boundaries of existing leases would 
appear to be without effect. If the Outer Continental Shelf Lands Act were to 
serve as the model for the leasing of submerged lands lying seaward of the line 
of mean low tide, all leasing of such lands would be competitive and no prefer- 
ence could be granted. 

5. In the event that legislation to permit the leasing of submerged lands were 
introduced, we would probably ask that the Territory of Alaska receive 90 per- 
cent of all revenues from the leasing of submerged areas within the boundaries 
of the Territory. This position would be consistent with other recommendations 
made by us recently with respect to similar provisions in other bills, and since 
the reclamation laws do not apply to Alaska, seems desirable. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this letter to you. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


Senator Jackson. There is also a letter from Lewis Hoffman, of 
Barash & Hoffman, attorneys, Washington, D. C., which will be 
filed with the committee for reference. 
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At this point in the record, I will order printed a copy of H. R. 
8054. 
(H. R. 8054 is as follows :) 


[H. R. 8054, 85th Cong., 1st sess.] 


AN ACT To provide for the leasing of oil and gas deposits in lands beneath inland 
navigable waters in the Territory of Alaska 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


DEFINITIONS 


SEcTION 1. That, when used in this Act— 

(a) the term “lands beneath inland navigable waters in the Territory of 
Alaska” means (1) all lands within the boundaries of the Territory of Alaska 
which are covered by nontidal waters that are navigable under the laws of the 
United States, up to the ordinary high-water mark as heretofore or hereafter 
modified by accretion, erosion, and reliction, and (2) all lands within the bound- 
aries of the Territory of Alaska which are permanently or periodically covered 
by tidal waters and which lie landward of the coastline, up to but not above 
the line of mean high tide; 

(b) the term “coastline” means the line of ordinary low water along that 
portion of the coast of the Territory of Alaska which is in direct contact with 
the open sea and the line marking the seaward limit of inland waters; 

(c) The term “Mineral Leasing Act’? means the Act of February 25, 1920 (41 
Stat. 437; 30 U.S.C. 181, et seq.), and all Acts heretofore or hereafter enacted 
which are amendatory thereof or supplementary thereto; 

(d) The term “Secretary” means the Secretary of the Interior. 

Sec. 2. All deposits of oil and gas owned or hereafter acquired by the United 
States in lands beneath inland navigable waters in the Territory of Alaska, to- 
gether with the lands containing those deposits, may be leased and otherwise 
administered, treated and dealt with by the Secretary under and pursuant to the 
provisions of the Mineral Leasing Act which are applicable to oil and gas de- 
posits generally and the lands containing such deposits owned by the United 
States in the Territory of Alaska and all such provisions of the Mineral Leasing 
Act shall be applicable to deposits of oil an@ gas owned or hereafter acquired 
by the United States in lands beneath inland navigable waters in the Territory 
of Alaska, except as otherwise provided in this Act. 

Sec. 3. All moneys received from the sale of, or as bonus, royalty, and rental 
under, any lease issued pursuant to this Act shall be paid into the Treasury of 
the United States. As soon as practicable after December 31 and June 30 of 
each year the Secretary of the Treasury shall pay 90 per centum of such moneys 
to the Territory of Alaska, 3714 per centum to be used for the construction and 
maintenance of public roads or for the support of public schools or other public 
educational institutions in such manner as the Legislature of the Territory of 
Alaska may direct, and 5214 per centum to be used for such purposes as the 
Legislature of the Territory of Alaska may direct. 

Sec. 4. Upon written application from any lessee or applicant, or offeror for 
lease hereunder the Secretary, unless a final determination has been previously 
made by a court of competent jurisdiction, shall determine whether any body 
of water, or any part of any body of water, is inland navigable waters in the 
Territory of Alaska as referred to in this Act, and shall determine and designate 
the line marking the seaward limit of any such inland navigable waters. 

Sec. 5. Nothing in this Act shall be construed as affecting existing rights, or 
rights acquired in the future, under existing laws, executive withdrawals, or 
reservations, to take natural resources, including fish and wild game, from the 
waters above lands beneath inland navigable waters in the Territory of Alaska, 
nor shall anything in this Act interfere with the free and unimpeded navigation 
of those waters or navigational servitudes therein, but the existence of such 
rights, withdrawals, or reservations shall not preclude simultaneous and un- 
impeded operations under any lease issued pursuant to this Act. All operations 
under leases issued pursuant to this Act shall be subject to such rules and regu- 
lations as the Secretary of the Interior may prescribe for the prevention of in- 
jury to fish and game. 
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Sec. 6. If any oil and gas lease issued for public land pursuant to the Mineral 
Leasing Act which was in effect on January 1, 1957 (or any application or offer 
for such a lease of such land, which was pending on that date and subsequently 
became or becomes effective), embraces within the boundaries described in 
the lease (or application or offer) any lands beneath inland navigable waters 
in the Territory of Alaska not within any known geological structure of a pro- 
ducing oil or gas field, the lessee (or applicant or offeror) shall, upon applica- 
tion filed while such lease (or application or offer) is still in effect but not 
more than one year after the date of approval of this Act and under regulations 
to be prescribed by the Secretary, have a preference right to a lease, to be issued 
pursuant to this Act, covering such lands beneath inland navigable waters in the 
Territory of Alaska, without regard to acreage limitations, except that the 
provisions of this section shall not entitle any party, with respect to any one 
lease, application, or offer effective or pending on January 1, 1957, to a prefer- 
ence right to lease more than six hundred and forty acres of land beneath any 
single body of inland navigable waters in the Territory of Alaska. 

Seo. 7. Upon the transfer to the Territory of Alaska or to any future State or 
States erected out of the Territory of Alaska of title to any of the lands beneath 
inland navigable waters in the Territory of Alaska, the provisions of this Act 
shall cease to apply to any lands which are so transferred : Provided, however, 
That any lease issued pursuant to this Act (or application or offer for such a 
lease) or unitization or other agreement approved or prescribed by the Secretary 
as to any of the lands covered by any such lease which is in effect at the time 
of such transfer of title to any of the lands beneath inland navigable waters 
in the Territory of Alaska shall not be terminated or otherwise affected by such 
transfer of title; but all the right, title, and interest of the United Sates under 
such lease (or application or offer for lease) or unitization or other agreement, 
including any authority to modify its terms and conditions that may have been 
retained by the United States, and all obligations thereunder shall vest in the 
Territory of Alaska or the State to which title to those lands beneath inland 
navigable waters in the Territory of Alaska covered by the lease (or application 
or offer for lease) or unitization or other agreement is transferred. 

Sec. 8. Nothing in this Act shall be deemed to repeal or modify any provi- 
sion of the Act of August 8, 1947 (61 Stat. 916), entitled “An Act to amend sec- 
tion 26, title I, chapter 1, of the Act entitled ‘An Act making further provision 
for a civil government for Alaska, and for other purposes’ ”, permitting explora- 
tion and mining for gold and other precious metals in beds of navigable tidal 
and nontidal waters of Alaska, but nothing in said Act of August 8, 1947, nor 
any rights acquired thereunder shall preclude simultaneous and unimpeded op- 
erations under any lease issued pursuant to this Act. 

Sec. 9. Any proceeding affecting any lease issued pursuant to this Act may be 
brought in the United States District Court for the District of Alaska or in any 
United States district court for the district in which the defendant resides or has 
his principal place of business. 

Sec. 10. The Secretary shall have authority to issue such rules and regula- 
tions as are appropriate and necessary to carry out the purposes of this Act. 

Passed the House of Representatives August 5, 1957. 

Attest: RALPH R. Roserts, Clerk. 


Senator Jackson. Delegate Bartlett, before we proceed, did you 
have anything that you w anted to say at the outset ? 

Mr. Bartierr. No, sir. I think we are down to the point for 
technical consideration and there is no further statement I care to 
make. 

Senator Jackson. I think it might be well, before we get into a 
lot of the technical problems, to possibly divide this bill into two 
parts. I will say for Senator Neuberger’s benefit that the leasing 
problem here pertains to the lack of authority, as the Chair under- 
stands it, to grant oil leases in inland lakes and inland streams as 
well as the so-called tidal areas. 

By tidal areas, I also include inland bays. I think there are two 
distinet problems. One is the inland w aters and one pertains, shall 
we say, to the salt water area, which can be bays and down to the 
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low-water mark at low tide. If there is no objection, I think it might 
be well to consider it from that standpoint. 

Otherwise, we are going to get involved in a lot of technical con- 
siderations that can divert us at this point. 

Do you have objection to that ? 

Senator Neusercer. That is fine, Mr. Chairman. I will say that 
it is my understanding now that the bill in its present form does not 
have very vigorous objections from anybody. 

Is that correct or incorrect? 

Mr. Bartierr. Senator Neuberger, I will answer by saying that 
I know of no objection from anyone at this time. I never have re- 
ceived a single objection from Alaska. I should say now that the 
conservation groups have been advised of the progress of this bill, 
and no objections have been voiced by them, orally or in writing. 

Senator Neusercer. That is my understanding, too, and I wanted 
to develop that, Mr. Chairman. 

Senator Jackson. Well, there are some problems in here that I 
think we should go into. One is a preference provision which would 
give the holders—and there are some other provisions—that hold 
Teases at the present time, preference both as to inland waters where 
they have filed their claims and on so-called, shall we say, salt-water 
areas. 

This is something we may want to take a look at as well as some 
other items. 

Senator Neusercer. I want to say this, that I do have an appoint- 
ment between 10:45 and 11 which I must keep with a delegation that 
is here. When I do leave, I will leave my proxy with you on this 
bill. 

Senator Jackson. I appreciate that. We will not take any final 
action today. Senator Anderson is particularly interested in this. 
I am hoping that he will get down here. 

Senator Nevpercer. Last year some objections were voiced to me 
about this bill. They have not been repeated this year. But, as I 
remember, they came substantially from people interested in sport 
and commercial fishing. Have those been satisfied ? 

Senator Jackson. I cannot answer that question, but I was going 
to say that this proposal has nothing to do with wildlife refuges as 
such. 

Senator Nevpercer. [ understand that. But it is my understanding 
that some of the leases would take place in lakes or streams where 
there are fisheries. I had heard last year of some doubts voiced by 
some of these people. Have those been satisfied ? 

Mr. Barrietr. So far as I know, yes. Of course, safeguards are 
included in the proposed legislation. No such objection has been 
voiced to me after the bill had been explained. 

Senator Neusercer. As I remember, last year one of the objections 
about this particular matter came from some people in Anchorage, 
if I am not mistaken. They wrote to be about it, with respect to 
fisheries. 

Mr. Bartierr. I think that objection has been entirely removed. 
No further inquiry has come from those people. I think they are all 
for it, as a matter of fact. 
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Senator Neupercer. I want to say for the record that I have not 
had any inquiry, protest, or complaint from those people this year. 
Last summer there did come to me some relatively small amounts 
of correspondence from the Anchorage area about the bill. I wanted 
to ask about that. 

Mr. Bartierr. To me, too, Senator Neuberger, and their doubts 
were removed when the bill was explained to them. It was a lack 
of understanding more than anything else. I took adequate steps 
to inform them completely about the bill and heard nothing further 
from them. 

Senator Neupercer. Thank you very much. 

Senator Jackson. On page 3 of the bill, section 5 is the pertinent 
section on this subject. I will note the last line: 

All operations under leases issued pursuant to this act shall be subject to such 
rules and regulations as the Secretary of the Interior may prescribe for the 
prevention of injury to fish and game. 

I take it it is a discretionary matter with the Secretary, and he can 
deny leases, assume, in those areas where he feels that they would 
be harmful to fish and game, or he can prescribe rules and regulations 
that would protect them. 

Counsel advises me that there has been a suggestion that this par- 
ticular provision be made mandatory rather than discretionary, which 
might not be a bad idea in view of the fact that if you look at the 
Kenai Peninsula, it is Just one lake after another. It is a mass of 
water, almost. 

Mr. Woozley, will come forward. 


STATEMENT OF EDWARD WOOZLEY, DIRECTOR, BUREAU OF LAND 
MANAGEMENT, DEPARTMENT OF THE INTERIOR, ACCOMPANIED 
BY LANSING PARKER, ASSISTANT DIRECTOR, BUREAU OF 
SPORT FISHERIES AND WILDLIFE; FREDERICK N. FERGUSON, 
OFFICE OF SOLICITOR; CHARLES M. SOLLER, OFFICE OF SOLICI- 
TOR; MAX CAPLAN, MINERALS STAFF OFFICER, BUREAU OF 
LAND MANAGEMENT, DEPARTMENT OF THE INTERIOR; AND 
PHIL R. HOLDSWORTH, COMMISSIONER OF MINES, TERRITORY 
OF ALASKA 


Senator Jackson. Do you have a statement ther you would like 
tomake at the outset? After that we can go into details. 

Mr. Wooztry. Yes; I havea brief statement, Mr. Chairman. 

Senator Jackson. Go right ahead. 

Mr. Wooz.ry. This bill, H. R. 8054, provides for the leasing of oil 
and gas deposits in lands beneath inland navigable waters in the Ter- 
ritory of Alaska. 

The Department of the Interior favors the enactment of this bill, 
with an amendment to it as indicated in letter of April 15, 1958, to 
Hon. James E. Murray, chairman, Committee on Interior and Insular 
Affairs, United States Senate. 

Before commenting on the suggested amendment to the bill, I would 
like to emphasize the basic reasons as to why the Interior Department 
favors its enactment. These reasons are briefly stated in the com- 
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munication submitted to the President of the Senate by the Interior 
Department on May 29, 1957, as follows: 

It is very important to the future of the Territory of Alaska that some author- 
ity be established under which the lands lying beneath inland navigable waters, 
such as bays, estuaries, lakes, and rivers may be leased for oil and gas. At 
the present time ne.ther the Federal Government nor the Territory has authority 
to lease these water-covered areas, the title to which is held by the United 
States in trust for the benefit of a future State or States. The Federal Gov- 
ernment leases only the land areas bordering upon inland navigable waters. 
Consequently, parties holding leases on areas bordering on such island bodies 
of navigable water may, if a producing field is discovered, drain oil and gas from 
the water-covered areas. Alaska thus loses income to which it will one day 
presumably be entitled since it is expected that title to the water-covered areas 
will vest in Alaska upon its admission to the Union as a State. 

The bill as drafted provides for an acreage limitation upon the 
preference right of a person to lease more than 640 acres of land be- 
neath any single body of inland navigable water located within the 
exterior boundaries of his lease (or an application or offer for such 
lease which was pending or in effect on January 1, 1957). We think 
this provision should be amended. 

When the proposed preference right provision was considered, it 
was felt that it could be justified only with respect to navigable waters 
which necessarily fell within the exterior boundaries of leases or lease 
offers. 

For example, small but navigable lakes either wholly within the 
lease area or, as to unsurveyed ‘and, crossed by the upland streams. 
In other words, the preference right was intended, so far as possible, 
to be limited to those cases where the upland lessee would be the logi- 
cal one to develop the water beds and if open to lease by the public 
they might be leased for their nuisance value. 

A Bekbotate purpose was to exclude lease offers covering small 
upland areas together with large water bed areas since such offers 
presumably were filed with deliberate intent and the offerors are 
charged with notice that they were not subject to lease when the of- 
fers were filed. 

However, upon further study we believe that this problem is really 
present only in the tidal bays along the coast and that it does not 
exist to any appreciable degree apart from the tidal waters. 

In the case of nontidal navigable waters in the interior of Alask: 
we find that within the boundaries of the leases that water-covered 
areas do not generally exceed 640 acres. However, in some cases 
they do and it is in those cases where we believe it will be a hardship 
to the leaseholder if he is not allowed a preference right for the en- 
tire acreage within the boundaries of his lease. : 

In such cases it would be possible for another party to obtain a 
lease on a small acreage in the center of the outstanding lease. This 
would probably be for the purpose of creating only a nuisance value. 
Accordingly we would like to see the acreage limitation removed for 
the leases including nontidal inland waters. — 

A different situation exists with respect to leases bordering upon 
the tidal bays and estuaries. In these cases the land covered by the 
navigable tidal water generally is located adjacent and along the ex- 
terior boundary of the public land included in the lease. 

To give the leaseholder a preference right to all the land beneath 
the tidal navigable water that may be included in the interior bound- 
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aries of his application or offer would, in fact, be granting him addi- 
tional lands located adjacent to his public land hotties: 

Accordingly, we believe it is appropriate to impose the 640-acre 
limitation upon the preference rights to lands covered by tidal waters. 
Also, we believe that the cutoff date of “January 1, 1957” for obtaining 
a preference right should apply only to lands covered by tidal waters. 

We have also recommended that the provision in section 6 pertaining 
to issuing a new lease for the land under the navigable waters be 
amended to authorize the extension of the present lease. This will re- 
sult in a single lease for the lands, both public and water-covered, with 
the same expiration date. 

I will be glad to answer any questions with respect to the bill. 

Mr. Chairman, our people will be glad to answer any questions you 
might have. 

Senator Jackson. As I understand the situation at the present time, 
there have been no surveys at all, or the surveys are completely in- 
adequate, in order that the lessee knows what the boundaries are of 
his own lease. 

Mr. Wooztry. That is generally true, although we have a system 
now, Mr. Chairman, on PLO 82, that we would like to show the com- 
mittee here. We do not have prints to put in the record, but vou 
could look at the problem as it now exists, and we could explain how 
we intend, through a grade system, to show the lease boundaries, so 
that they can be determined without an actual survey, section by sec- 
tion, something on the order of the Outer Continental Shelf boundary 
definition. 

Senator Jackson. You now have something like 28 million acres or 
thereabouts that have been given out in the way of oil leases. You 
had about 5 million 2 years ago. 

Mr. Wooztey. Yes, there has been a tremendous increase. 

Senator Jackson. It is an enormous increase. You are sort of ina 
no-man’s land. I do not understand how these people, unless there is 
an adequate survey, will be able to tell what is what. 

Mr. Wooztey. They are tied into known points and then projected. 
They can be found. 

Senator Jackson. I understand they have staked them out, cer- 
tainly, but you have the boundaries that have to be set. You run 
into, it seems to me, interminable problems if development proceeds 
with rapidity up there. 

Senator Neupercer. Is that preference provision necessary in your 
opinion, in the interest of fairness ? 

Mr. Wooztey. Yes, sir, and in the interest of administrative sim- 
plicity. 

Senator Nevusercer. Is there any pattern for this situation in any 
other leasing arrangements ? 

Mr. Wooztey. Well, each State now, of course, leases the beds be- 
neath the navigable lakes and streams in their own States under the 
State laws in existence. So we have precedence for leasing. 

Senator Neupercer. I understand that. I know there is a prece- 
dent for leasing. I know about that in my own State. What I was 
referring to specifically was the preference provision in the act. 

Mr. Wooztey. Yes, sir, there are other instances of preference 
leasing. 
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For example, we have the fringe area leasing on potash, phosphate, 
and that sort of thing, where a person runs a road into a potash lease, 
and there are fringe areas where he has to lease, and he is given a 
preference right to lease on fringe areas. ‘se 

Senator Neupercer. What if there were no preference provisions 
in this act? What would be the effect ? 

Mr. Wooziry. Well, if a person had a lease defined, let us say, 2 
miles square, wliich would be 2,560 acres, and there were 2 or 3 navi- 
gable lakes or streams within the boundaries of this lease, and there 
were no preference rights, then others would come in, possibly, and 
file. 

This man may have his total acreage that is allowed which is 
100,000 acres under lease in Alaska. 

If he could not lease this land, another party may come in and lease 
it and you would have two lessees within the same lease boundary, or 
maybe more than two. 

Senator Jackson. Senator Anderson, I might say we have just 
started, and Mr. Woozley has read a letter with reference to the 
situation. 

I have tried to divide this into 2 parts, or suggested that it be 
divided into 2 parts. One pertains to the authority that they are 
asking to lease the inland navigable waters, that is, lakes and streams, 
and the other pertains to the request to lease the land, the submerged 
lands, beneath inland bays, out to the low-water mark. We were just 
discussing this question of a preference that is in the bill. 

Senator Anperson. A preference ? 

Senator Jackson. A. preference provision in the bill the way it 
passed the House. The preference is that a person who has filed on 
either inland areas or areas adjacent to salt water, we will put it that 
way, will have a preference in extending that lease, projected lease, 
out to where he would have obtained it had the Department had the 
authority to lease it, at the time. It is limited to 640 acres, I believe. 
Is that correct ¢ 

Mr. Wooztry. Yes, in the present bill. 

Senator AnpEerRson. 640 acres total ? 

Mr. Wooziry. No, the bed of any navigable lake or stream which 
exceeds 640 acres will not carry any preference right. It will just go 
up to 640 in preference. 

Senator Anperson. Why do you dispose of this differently than the 
rest of the public domain ¢ 

Mr. Wooztey. Other States, Senator, have the right to lease the beds 
of navigable lakes and streams under their own State laws. Alaska 
not having that authority now, and we not having the authority, it is 
possible for a person to drain oil and gas from under without paying 
for it. 

Senator Anperson. I think I have drilled enough oil wells to know 
that. What I am trying to say is in the submerged areas of Louisiana 
and of Texas, some of us argued about the royalty. Are you getting 
the same royalty off that area that you do in the public domain of 
Wyoming, New Mexico or Colorado, or a larger one ? 

Mr. Wooztxy. We get a larger one than Louisiana. 

Senator ANperson. And you get a bonus, too? 

Mr. Wooztey. Yes. 
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Senator Anprerson. Why do we have to give this away, just because 
oil companies have gone up and squatted on it? 

Mr. Wooztry. The only reason I can give is that is a known gas and 
oil field, a known producing field down there. This is in the order of 
a wildcat. 

Senator Anperson. There are areas of Louisiana and Texas that are 
far more hazardous than up here, as far as incidence of oil and gas is 
concerned. 

Mr. Wooziey. Our records indicate that there are very few dry 
wells that have been drilled off Louisiana and Texas. They run about 
one or two to eight. 

Senator ANDERSON. They reverse the rule, then ? 

Mr. Wooziey. Yes, sir. It isn’t a wildcat area down there. It is 
known to contain oil and gas, where Alaska is untried, of course. But 
this does not apply, Senator, as you know, to the submerged lands of 
Alaska. It only runs to the low-water mark. This is not an Outer 
Continental Shelf bill. 

Senator ANperson. Where will the revenues from this go? 

Mr. Wooztry. To the Territory of Alaska, 90 percent. 

Senator Jackson. 37 anda half of the 80. 

Senator ANperson. For permanent expenses ? 

Mr. Wooztxey. Permanent. 

Senator Anperson. For school funds? 

Mr. Wooztey. That would depend on the Territory. I don’t know. 

Senator Neupercer. They are not earmarked. 

Senator Jackson. Might I comment on that? Ninety percent of 
all of the funds would go to the Territory, and of that percentage that 
goes to the Territory, 37.5 percent, under the provision, and it would 
be mandatory, would be used for the construction and maintenance of 
public roads or for the support of schools. The balance of 52.5 per- 
cent would be spent as determined by the Legislature of Alaska. 

Senator Anperson. Then none of that goes in the permanent fund ? 

Senator Jackson. Permanent fund of -vhich ? 

Senator Anperson. The oil royalties of many States go into the per- 
manent funds for the schools. The enabling act provides that. None 
of this would go there. 

Senator Jackson. No, sir. The only mandatory provision is, and 
it is an alternative, is that 37.5 percent would go for roads or schools. 
It could all go for roads, as I understand. The balance would be left 
to the discretion of the Territorial legislature. 

Senator Anperson. Am I wrong, Stew art, that in the enabling act 
of a great many States there is provision that the sale of their public 
domain must go into permanent funds? 

Mr. Frencu. A trust fund; yes, sir. 

Senator ANpEeRsoN. Why do we vary it here? 

Mr. Frencu. This is for State lands? 

Mr. Wooztey. The earnings in my State, and I might say many 
other States, are spent. 

Senator Anperson. Directly ? 

Mr. Woozitry. Yes. But the permanent endowment funds come 
from the sale of lands and timber. 

Mr. Frencu. Your reference was to the lands owned by the State. 
These are not lands given to the State. These are stili Federal lands, 
As to the lands given to the State, often the revenues are dedicated. 
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Senator Anperson. These are still Federal lands? 

Mr. Frencu. Yes. 

Senator Anprerson. The State doesn’t get the revenue of Federal 
lands in my State. 

Mr. Frencu. They get 37.5 percent. 

Senator Anperson. The rest goes into the reclamation fund. Are 
we making a difference in a Territory ? 

Mr. Frencu. Inasmuch as there is no reclamation in Alaska, they 
get the 90 percent direct, and this is compatible with that law. 

Senator Jackson. Last year, Senator Anderson, we passed legisla- 
tion, Senator Barrett’s bill, as I recall, that provided that 90 percent 
would go to the Territory. Inasmuch as Alaska does not have a rec- 
lamation fund, it all went—we could check that. 

Senator Anperson. I don’t believe the theory on which 5214 percent 
is based in the reclamation fund is whether that State is going to use 
it all. Wyoming has put $150 million into it. I don’t believe it has 
gotten back $150 million from it. New Mexico has put $14? vuillion 
into it. I don’t believe we have gotten back $140 million. It is 
spread across the whole Nation. Are we regarding Alaska as foreign 
territory / 

Mr. Wooz.ey. It is different, I will say that. 

Senator Jackson. I think that the background on this relates to 
the financial problem in Alaska, to build up their financial position 
by giving Alaska a greater proportion of the revenue. This is my 
recollection of the history of the legislation. 

I believe that is the background. 

Mr. Frencu. Yes, sir. 

Senator Jackson. It was on that basis that the decision was made. 
It isa large Territory, and there are not adequate funds. 

I would like to follow, Mr. Woozley, what Senator Anderson was 
pursuing a moment ago, and that is the arrangements on leasing of 
the properties in Rieke. How does that compare with the handling 
of the public domain elsewhere? I am thinking of the return. 

Mr. Wooztry. Well, there are certain incentives for leasing in 
Alaska. Presently the rental is only 25 cents an acre for the first 
3 years as compared to 50 cents in the United States. 

Senator Jackson. What is the reason for that ? 

Mr. Wooztxry. To encourage development in Alaska, which is con- 
siderably more expensive than it is in the United States. 

Senator Anperson. You wouldn’t get enough applicants, you don’t 
think, if you just turned it open for Federal lease ? 

Mr. Wooz.try. It has been open all the time, Senator, and we just 
couldn’t get anyone to go up there and expend their money in de- 
veloping Alaska. So the rentals were set by law at 25 cents an acre. 
The situation may have changed since they found oil. 

Senator Anperson. Did you get much oil revenue out of Arizona 
for a long, long time? 

Mr. Woozzxy. I think we are only getting oil revenues from leases 
now, with no production. 

Senator AnpErson. But you could do pretty well on leases in Ari- 
zona right now, couldn’t you ? 

The four corners area is probably the hottest area in the United 
States right now, isn’t it? 


ALASKAN SUBMERGED LANDS 19 


Mr. Wooztey. Yes, I think it is. 

Senator AnpErson. There was a sale the other day where the bonus 
was in the neighborhood of $2,000 an acre, which, on a substantial 
sale, runs into quite a bit of money. A man would pay if he had the 
chance to buy the lease on the Hopi Reservation, which is so hot with 
a geiger counter it just buzzes you in the face as you go by it, and 
probably the best oil and gas prospect that most people know any- 
thing about. 

Just the fact that there hasn’t been anything paid over there for a 
period of years does not change the fact that it may be rich in oil. 

What I am trying to get to is that we did not drop the rate in 
Arizona just because there wasn’t any oil discovered there. 

The rate still stayed 50 cents and $1, didn’t it? 

Mr. Wooztry. Yes. 

Senator Anperson. Then why don’t we do it up there? That is 
what worried me about this legislation. This looks like it is soft 
legislation for the oil companies up there. They are all up. 

They have taken up a good deal of Alaska, haven’t they ¢ 

Mr. Wooztry. They have applications pending, yes, sir. 

Senator Jackson. I might say, Senator Anderson, 2 years ago there 
were only 5 million acres under lease and today there are 28 million. 

Senator ANDERSON. You say there are applications pending. How 
long does it take to get an application through ¢ 

Is there a shortage of applicants for leases up there? You say there 
have not been a lot of them. How long have the applications been 
pending? 

I took a coal lease in 1921 and I was able to stall it being granted for 
about 12 years, waiting for coal development; is that what is going on 
here, that the people have applied and the leases are not issued, or is 
it just the normal delay in the office ? 

Mr. Wooz.ry. There are two things responsible. I would like to 
correct the record. There are about 10 million acres under lease and 
18 million under application now. 

Many of those applications are on game ranges and refuges. As 
you know, we have had a lot of discussion on that. 

Senator Anperson. Yes. 

Mr. WooztEy. Many of them are held up pending a determination 
on that. 

But we have issued, I think, in the neighborhood of 8,000 leases 
since oil was found in July. We are increasing our personnel numbers 
up there, and we are increasing the training, and we are turning them 
out quite a bit faster than we were. We were geared for about 500 
or 600 a year, and suddenly we had 17,000 applications. But there is 
a delay in issuing them, and there also has been considerably new in- 
terest since the oil was found. It is possible that the law should be 
amended, Senator, to permit a higher rental. 

Senator ANDerson. The Kenai Peninsula, for that there is not an 
oil company that would not give you a dollar an acre for it now, is 
there? They would be delighted to. On a long term lease, you have 
10 years to sit and wait for a play. You must know, and I know 
you do know, that the whole State of Texas got leased up at $1 an 
acre. I don’t care what it is. You just go buy any oil lease in the 
State of Texas and you will give a dollar an acre for it. 
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I have 2,000 acres in New Mexico that have been under lease to 
Humble for I don’t know how many years. They didn’t know any 
other price than $1 an acre. That is customary. I just wondered 
why you reduce it, if you are going to grant a lease on that peninsula, 
where oil has been found, and from what little gossip I have picked 
up it is that that is about as good an oil prospect as we have seen for 
a long time. I don’t know why that should be 25 cents. 

Mr. Wooztry. That is a matter for Congress, Senator. 

Senator Anperson. It is a matter for Congress? Well, of course, 
you don’t have responsibility for the Oil Leasing Branch, do you? 
Has the Oil Leasing Branch given you any recommendation on it? 

Mr. Wooztey. I couldn’t say. We issue the leases according to the 
law. 

Senator Anperson. This is not designed to be critical of you, Mr. 
Woozley. You know that. I am merely saying that when Alaska 
changed from an uncertain area to one that 1s a pretty hot prospect 
right now, I think the lease money might be the same. I don’t like 
this business of giving them 90 percent of the royalties. I didn’t 
like it on the other bill we passed. I don’t see why you treat them 
differently than you treat a State like Wyoming, Colorado, Montana, 
or New Mexico. 

Mr. Wooztey. There, again, that is a matter for Congress. 

Senator Anpevson. Well, it was a matter for Congress, all right. 
That is why I am asking you some questions about this one. I didn’t 
like it the first time. 

Mr. Wooztry. Senator, may I also point out that in your State 
and mine, if they lease the bed of a navigable lake or stream, they get 
100 percent. The State gets the entire amount. 

Senator Anperson. That is all that is involved in this? 

Mr. Wooztey. Well, if we lease the lakes and beds for the Territory 
here, they get 90 percent. So, actually, the Territory will be getting 
10 percent less than if they were a State and leased it themselves. 

Seamer Anpverson. Don’t you perform some service for them for 
that 10 percent? 

Mr. Wooztey. Yes, sir, we do. 

Senator Anperson. Certainly. The mere handling of 17,000 ap- 
plicants is quite a task. 

Mr. Wooztry. That is true. 

Senator Anperson. Let me ask, Mr. Woozley, this question: You 
have 10 million acres of executed leases. 

Mr. Wooztey. Yes, sir. 

Senator Jackson. They run for how long a period of time? 

Mr. Wooztey. Five years with a right of renewal for five. 

Senator Jackson. Five years? 

Mr. Wooztey. Yes. 

Senator Jackson. Does a provision in the lease permit an increase 
in the charge per acre, or does the lessee have the absolute right to 
insist that the rental be at 25 cents an acre? Can that be modified ? 

Mr. Wooztey. I would have to ask Mr. Caplan on that, if I might. 

Senator Anperson. You don’t run the whole 10 years at 25 cents. 
Don’t you run the first 2 years at 25 cents and 50 thereafter? 

Mr. Wooztery. 25 cents for the first year, a moratorium for the 
second and third, no rental at all. 
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Senator Anperson. Are all Federal leases that way ? 

Mr. Wooztey. The Federal leases in the United States are 50 cents 
for the first year and a moratorium for the second and third and then 
50 cents for the fourth and fifth, and 50 cents each year. 

Senator Jackson. What I am trying to get at is this: Is there a 
provision in the lease that these provisions can be changed after 2 
years? Or isthis a binding contract for 5 years? 

Mr. Woozzey. I am sure if the rentals are changed by Congress 
they become uniform. I think they would agree to that. 

Senator Jackson. Let your counsel advise us on that, because this 
goes to the question you have raised, Senator Anderson. 

Senator Anprrson. Do I understand that the total rental will be 

$2 for 10 years, 20 cents an acre a year ¢ 

Mr. Wooztry. In Alaska, then it is 25 cents for the first 3 years and 
then 50 cents for the fourth year and 50 cents for the fifth year, as I 
understand it. 

When you renew it, it is 50 cents an acre for the last 5 years. That 
is the way it is in this country, except it is 50 cents for the first ‘ 
years. I would have to check on that, Senator. But it is contalatly 
very cheap, and I realize that. 

Senator Anperson. I misunderstood. It is 50 cents after the third 
year, just like it is in the United States? 

Mr. Wooz.tey. That is my understanding. 

Senator Anperson. Is that correct ? 

Mr. Wooztry. Can you tell me, Max, what the fourth and fifth 
year rentals in Alaska are ? 

Mr. Capian. 25 cents an acre. 

Senator ANpeERSON. It is a 10-year lease. 

Mr. Wooziry. It is $1.25 for the last five and 75 cents for the first. 
Yes, sir, that would be $2 for 10 years. 

Senator ANpERSON. Twenty cents an acre. 

Mr. Wooztry. That is correct. 

Senator ANpEeRsoN. You are going to have an awful time when that 
legislation gets to the floor. Nobody calculates these things on the 
basis of 1 year. You don’t drop acreage very much, do you? 

Mr. Wooztry. No, not too much. Of course, that is compatible 
with what the public lands are now being charged. This is only to 
charge under the same rate as the public land laws, so they would be 
compatible with existing laws for public lands u there. 

Senator Jackson. Public lands in the United States? 

Mr. Wooztry. No, public lands in Alaska. 

Senator Jackson. Yes; but we are thinking here now, and I think 
Senator Anderson has this in mind, with reference to this problem, 
not only submerged lands but the natural lands as well. 

Mr. Wooztey. Yes. I think this question is general. This lease is 
under the same terms and conditions as the public domain. 

Senator Jackson. Yes, as existing law. 

Mr. Wooztey. Yes, sir. 

Senator Anprerson. What is this about the public lands are 25 cents 
for a 10-year period also, $2 for 10 years? 

Mr. Wooztry. In Alaska; yes, sir. 

“er Anperson. What’ is that covered by? When did we pass 
that ¢ 
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T am handed one here that does not say that at all. 

Mr, Frencu. The bill we passed last session provided for Alaska 
to have 90 percent. 

Senator Anperson. When did we pass one for 25 cents? 

Mr. Wooztery. It was done before I got here. 

Senator Jackson. We didn’t pass it since I have been around. 

Senator Anperson. I think we better find out what the law is. 

Senator Jackson. Senator Anderson, I would like to suggest that 
the Department give us a comparative breakdown on the provisions 
of the lease law as it pertains to Alaska and as it pertains to the 
public domain in the States, if that is agreeable. I think we should 
have this for the record. And a detailed comparison so that we can 
look at a chart and compare it item for item. 

Would you do that? 

Mr. Wooziry. Yes, sir. 

Senator Jackson. I will not ask you to do it now, but we can have 
that supplied to us. 

Mr. Wooztry. Mr. Ferguson of the Solicitor’s staff is here with us 
and he has the reference. 

Senator Jackson. State your name for the record. 

Mr. Fereuson. Frederick Ferguson, Office of Solicitor. Section 
226 of title 30 states, in one of its paragraphs: 

All leases issued under this section shall be conditioned upon the payment by 
the lessee in advance of a rental of not less than 25 cents per acre per annum. 
A minimum royalty of $1 per acre in lieu of rental shall be payable at the 
expiration of each lease year beginning on or after a discovery of oil or gas 
in paying quantities on the lands leased, provided that in the case of lands not 
within any known geological structure of a producing oil or gas field, the 
rentals for the second and third iease years shall be waived, unless a valuable 
deposit of oil or gas be sooner discovered. 

Senator Anperson. It sounds like the Mineral Leasing Act of 
1920. 

Mr. Fereuson. That is right. 

Senator Anperson. That is what I thought. I wasn’t in the Con- 
gress in 1920, Mr. Chairman, and I don’t think you were. 

Therefore, what has happened is that we didn’t pass a law leaving 
it at 25 cents. What you did was to take the Federal leasing act and 
say since the minimum is 25 cents, even though we charge 50 cents 
everywhere else, we will drop it to 25 cents in Alaska. Is that right? 

Mr. Wooztey. It has been 25 cents ever since I knew about it. 

Senator Jackson. It is not less than 25 cents. It can be more than 
that. That is the floor. 

Senator Anprerson. The statement was made a moment ago that the 
public domain was being leased at 25 cents. I was trying to find out 
under what law it was being leased at 25 cents. Apparently, although 
the regulations of the Department require 50 cents everywhere else, 
there is a special reduction in Alaska. Is that right? 

Mr. Wooztey. Yes, sir. 

Senator ANDERSON. How come? ; 

Mr. Wooztry. As I said, they were attempting to get persons in- 
terested in Alaska, and they only charged the minimum. That has 
been done I don’t know how many years. Maybe since 1920. That 
has been the going rate in Alaska. 
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Senator ANpErson. If you have to do it by statute to get the Depart- 
ment up to 50 cents, we better do it by a tute. Alaska is a pretty 
enticing prospect for oil and gas. The Federal Government devel- 
oped a lot of oil and gas up there. I know all the reports about how 
much there is and how much there isn’t but there is a substantial 
amount in the area above the Brooks Range, enough so that we have 
kept it in the naval reserve, 

Mr. Wooz.xy. Yes, sir. 

Senator Anperson. There is a whale of a lot of oil in the Kenai 
Peninsula. To give them a $2, 10-year lease is ridiculous. 

Senator Jackson. Mr. Holdsworth, Director of Mines for Alaska, 
for the Territory, do you know how long it has been in effect ? 

Mr. Hotpsworrn. The 25-cent figure has been in effect ever since 
leases were issued in Alaska, to my knowledge. If the rental fee is 
at the discretion of the Interior Department by this statement of not 
less than 25 cents, I am sure under present conditions in Alaska 
nobody would object strenuously to possibly meeting the stateside 
figure, 

Senator AnpEeRson. You ought to ask Shell, Phillips, and some of 
the other people, what they are doing up there if they don’t think it 
is pretty interesting area. 

Senator Jackson. The Kenai area certainly has earmarks of being 
a proven reserve, so there is no justification of waiving the second and 
third years. 

Senator Anprerson. Do you waive the second and third ? 

Mr. Hotpsworrn. Yes, sir. 

Mr. Wooziny. Yes, sir; we are required to waive by the law. 

Senator Jackson. If it is not ina proven area 

Mr. Wooztey. If it is in a proven area, of course, we lease com- 
petitively then. 

Senator Anperson. Then we understand the Kenai Peninsula will 
be leased competitively ? 

Mr. Wooztey. Anywhere that the Geological Survey says there is 
a known structure; yes, sir. However, where lease applications are on 
file before it is a known geological structure, we can’t be retroactive. 
They must get the lease noncompetitiv ely. 

Senator Anperson. You can deny the lease applications. 

I certainly would deny every 25-cent application you had up there. 

Mr. Wooztey. The present policy is not to do it, as I understand it. 

Senator Anperson. I think we better have a little eee ation of 
the leasing policies in Alaska, if we are giving away at 25 “cents an 
acre in a proven area without competitive bidding. 

We would be in real trouble. 

Mr. Wooztry. On new applications, Senator, that would not be 
true, on new applications. 

Senator Jackson. Mr. Woozley, the thing that disturbs me is yeu 
have all of these applications. They are not paying anything, ‘but 
the mere fact that they have filed should not give them a retroactive 
right, and I think this is Senator Anderson’s point, that would pre- 
clude the application of the law. 

The mere fact that they have applied, people can apply willy-nilly 
all over the place. With the lag that you have, due to the problem of 
surveys and due to the problem of personnel, it would give speculators 
a tremendous opportunity. 
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Senator Anprerson. Particularly if they would have any years to 
hold it, as you sometimes do, before the lease can get issued. 

How long have these applications been on file, some of them ? 

Mr. Wooztry. Some of them have been on file 3 or 4 years, yes, sir. 

Senator Anperson. So you get those 3 or 4 years without paying a 
penny. They don’t push you to hurry these leases up, do they ¢ 

Mr. Wooztry. Some of them do. They have not been pushing in the 
Kenai. Of course, they made those applications back long before any- 
one knew there was new oil there. They have been held up, as we said 
before, because of the controversy over leasing wildlife refuges. Much 
of the Kenai Peninsula will be denied. The lease money will be re- 
funded and there will be no leases issued. That is quite evident. 

Senator Anpgrson. Could we get a resolution on the wildlife 
refuges ¢ 

That would automatically stop all of these, wouldn’t it ? 

Mr. Woozzey. I don’t know. 

Mr. Frencu. If you do it by resolution. 

Senator Anprerson. When you say a known geological structure, I 
don’t know any fellow that knows much about a known geological 
structure until he has had an oil well on every bit of it. 

We just drilled one the last day of the year in the middle of three 
fine producing wells and it was drier than dust. 

Mr. Wooztey. We depend entirely on the findings of the Geological 
Survey for our information. 

Senator Jackson. Don’t they treat the Kenai area as a known geo- 
logical structure now ? 

Mr. Wooztry. I don’t think they treat the whole area, Senator, as 
a known geological area. 

Senator Jackson. What findings have they made? 

Mr. Wooztry. I presume the producing areas would be on a known 
geological structure, but I don’t know how far out that extends. 

Senator Anperson. The whole area up there, the peninsula, you 
cannot prove it is a known geological structure, but all the seismo- 
graphic surveys that have been made indicate that it is mightly 
interesting country. There is no hurry about it, because we have more 
oil being produced now than we can stand. I think we are getting 8 
days’ production a month in Texas now. It is not very enticing to go 
up an bring in a whole raft of land in Alaska. But if they are going 
to be able to sit there with these applications for 5 years, and then 
have 10 years at 20 cents an acre, we ought to do something about it, 
I would think. 

Senator Jackson. I just want to say this: I think we all agree, and 
I am sure Senator Anderson will agree with me, that we want the oil 
development of Alaska to go forward. 

I think that in fairness to the people of Alaska, and in fairness to 
the American taxpayers, that this development. should proceed in 
accordance with the principles that have been established in the States 
so that the Territory and the Federal Government gets a proper 
return. I think this is particularly true in light of a point of develop- 
ment that it has already reached. I don’t know how many oil com- 
panies are in Alaska now. Mr. Culp informs me that there are 25 
companies that are in the area now. 

Senator Anperson. You mean companies that are operating? You 
have 100 companies up there with individuals looking around. 
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Senator Jackson. We are talking about oil companies that are 
established in the States. 

Senator Anperson. I was going to say you can’t name one that 
doesn’t have someone up there. 

Senator Jackson. Each person can form a company, but we are 
talking about established oil companies that have gone to Alaska. 
That is quite a few, 25. 

Mr. Cutr. Everybody in the world is wildcatting up there besides 
that. 

Senator Anperson. I was going to name you more than 25. 

Senator Jackson. He is talking about established oil companies; 
25 oil companies, I would say is quite an entourage. 

My point is that it is obvious that this is highly promising area. I 
think what Senator Anderson has said is entirely pertinent to this 
situation, because it would be wrong to honor all these applications at 
charges that existed prior to this development. The mere fact that 
they file an applic: i is is 
your point, Senator—retroactive precedent. People can go in and 
speculate with applications. 

Senator Anperson. The point is also that the Territory has gotten 
about $4 million out of its 90 percent of the first 25 cents. 

It would have gotten $8 million if they had the same rate as they 
have in the rest of the United States. Then starting with the third 
year, they will get $4 million a year for 8 years instead of getting $6 
million a year for that time. 

That extra $4 million, whether the Deiegate thinks or not, would 
be of some difference to us, I would think. 

Mr. Wooztery. I certainly agree with everything that has been said. 
However, the oil strike was only made on the 23d of last July. I 
am sure the Department is looking into the whole thing with the 
idea of putting Alaska on the same footing as other leasing. 

Senator Anperson. ‘There had been oil produced in Alaska in those 
areas prior to that time. I recognize they went up and didn’t do 
much with the development, but there had been wells prior to this 
last strike; is that correct? 

Mr. Wooztry. There had been some wells developed by the Navy 
and the Geological Survey up in the petroleum reserve; yes, sir. 

Senator Anperson. I know that. I am talking about. the part 
that is not the petroleum reserve. 

Mr. Wooztry. I don’t know of any. 

Senator Anperson. I think the delegate knows of some. 

Mr. Bartietr. The only one I could recall is Catalla, about 1912, 
a little well there. That is the only one I remember. 

Mr. Hortpsworrn. That is quite true. The only oil production in 
Alaska prior to the discovery of last year on the Kenai, other than 
the reserve, was in the Catalla area where 33 holes were drilled be- 
tween 1912 and 1920, averaging 800 feet in depth, and over that 
period of years they produc ed 155,000 barrels of oil and that was the 
total production of Alaska, that, of course, is a different area than 
we are speaking of. 

Senator Anperson. If you had the figures on how many wells in 
Texas at 800 feet produced oil, you would find that Texas was not 
good as an oilfield either. 
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They went 3,100 feet, 4,500 feet, 10,000 feet. 

Mr. Woozzry. Senator, I am sure that the Department is now 
studying a situation with a view of putting the earnings on the 
same basis as they are in the States. 

Senator Anprrson. I don’t know what we have to do to get a law 
that stops them from the issuance of any leases even though they 
have the application filed. I don’t believe the filing of an applica- 
tion prevents the Department from raising the rate per acre on them. 

Senator Jackson. It is not a lease, I would not think. 

Mr. Wooziey. I don’t think it would stop them from raising the 
rate. I don’t think even the existence of a lease would stop the 
raising of arate. If the law went up. 

Senator Anperson. I am not so sure about that. You will remem- 
ber that there are a lot of old leases that had a 5-percent royalty in 
them, and they are still producing millions of barrels of oi] on a 
5-percent royalty, because they had that lease. Is that right? 

Mr. Wooztey. I think that is true on royalties. Maybe Mr. Soller 
could put me straight on that. 

Isn’t there an escape clause in the leases that if rentals are changed 
by leases, all rates would be uniform ? 

Mr. Sorter. I don’t believe there is. 

Senator Jackson. I think we should have the people, Senator 
Anderson, up here who are handling the leases. 

I think the amendment that you were about to suggest is entirely 
proper. I think it is most important that we have some understand- 
ing that they not go forward and issue leases if we can’t change it. 

Senator Anperson. I think we might address a letter to the Secre- 
tary and send a copy to Mr. Woozley and ask them to hold it. 

As a matter of fact, 25 cents in 1920 is well over a dollar today. 

Tf that rate was fair when it was put in, it certainly is unfair now. 
It is way, way, way too little. As I say, I could show you thousands 
of leases where there never has been any development, where they 
have put down their money on a different basis than that. 

I was going to say that I believe it is all right to try to give the 
Territory the same authority over this that the rest of the country may 
have. I don’ like a preference right at all. I don’t believe it is proper 
up here. This is an area, and the mere fact that a man comes close to 
it, he doesn’t get a preference right, if you develop a new oilfield, you 
don’t have any preference rights to go around it. 

Senator Jackson. Here is one point that I would like to make as a 
distinction. I have been trying to figure this thing out. 

At the present time on the inland lands, where it is just dotted with 
lakes—here is a map of the Kenai, illustrating that statement—here is 
the basic problem: As I understand it, they apply for these leases and 
they have not surveyed it. No one knows just exactly what the metes 
and bounds description is of a given application. 

To me, if they file an application, it is understandable that it is not 
possible for them to know specifically the metes and bounds descrip- 
tion of their lease, because there is no survey. 

Senator AnpErson. Maybe he can help us by telling us what these 
numbers mean on here all over the Kenai Peninsula. Does that mean 
there are applications filed covering every acre of it? 

Mr. Wooziry. No; I don’t think those are applications. 
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Senator Anperson. What are they? 02987, 02980, what are they, if 
they are not applications? 

Mr. Cur. I wish I could tell you, Senator. I virtually stole this 
map from the Standard Oil Co. 

Senator Anperson. I am willing to put into the record my guess 
that they are application numbers or lease numbers. 

Mr. Wooztry. They could be. I don’t know what they are. We 
have our own map here. I have never seen this one before. 

Senator Anperson. Don’t let this get out of your hands. 

Mr. Wooztey. I think many of those are leases now, actually. 

Senator ANnverson. Is the Kenai under lease? 

Mr. Wooztry. Some of it is. We have issued 31 leases on that, 
that I know of. 

Senator Anperson. At 25 cents? 

Mr. Wooziey. Yes, sir. 

One company has spent between $8 million and $12 million and has 
not found a thing. 

Senator, here is a map that we have that we could explain to you. 
I could not explain this other one, as I have not seen it before. 

Senator ANpERSsON. Those, in my opinion, are leases and lease num- 
bers. 

Mr. Woozitry. They may be. 

Senator Anperson. Here is a man that says that is what it is. 

Of course it is. 

Mr. Wooztry. I mean a number like 029147, 029180. Those are 
lease numbers. 

Anyone who has been in a land office would have that impression, 
I would think. 

Mr. Capitan. Here is an area in northern Alaska that is being 
opened up, and we have extended by a rectangular system of surveys, 
and projected it over the area, giving coordinates and all the points, 
with reference to the initial point. We have taken from aerial photo- 
graphs and have found the lake areas. 

We have included the land area in a block. You will find these 
blocks without a lake would be 2,560 acres, 2 miles square. <A lake, 
for example here, contains a little over 800 acres. And there are these 
other little lakes, such as this small one, which is less than 200 acres 
of water-covered area. 

Senator AnpEersoN. Here is 100. 

Mr. Cartan. We can only lease the land-covered area. 

Senator Anperson. I would say that is fine; that that is all you 
can lease. 

Senator Jackson. Senator Anderson, assuming that you want to 
prove a lease as to the inland areas in that, I can see where a prefer- 
ence provision as to the inclusion of the water areas would have some 
validity for the reason that no one would know exactly what area is 
being covered because there are no metes-and-bounds descriptions. 

Senator AnpeErson. I can see if he has a situation with a lake cover- 
ing 100 acres out of a 2,560 block, if a person has not applied for it, 
he should have a right. But if he has done geophysical work there, 
he has covered the lake area, too. 

Senator Jackson. That is correct. But the second part of the prop- 
osition which pertains to a preference as to the submerged ands 
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adjoining a lease on the salt water is an entirely different story if you 
apply the same reasoning, because that line is definable, and each 
applicant who went in making such an application for a lease knew 
exactly the boundary line between the area that was leasable and the 
area that was not leasable. 

Do I make myself clear ? 

Senator Anprrson. Yes. 

Senator Jackson. So I think we are dealing with two entirely dif- 
ferent propositions on preference. 

Is that reasonable, Mr. Woozley ? 

Mr. Wooztry. Yes, sir. From an administrative point of view, 
that is exactly right. 

Senator Jackson. I can see the distinction, and I do believe that as 
to inland areas, you have an entirely different situation. If we are 
going into this question of the bays and inlets and so on, I know Sen- 
ator Anderson will agree with me that in the tidelands oil hearings 
of 5 years ago, we went on for weeks here as to what is a bay, and 
trying to draw lines. We get intoa real tough problem. 

As I understand the bill as it passed the House, it provides that the 
submerged lands out to the low-water mark would be leasable. I am 
talking about salt water. In some of these bays this could involve 
an area of several miles, could it not, out to low water? 

Mr. Wooztery. Yes; such as Cook Inlet. 

Senator Jackson. Cook Inlet runs out how many miles? 

Mr. Wooztey. It is a terrific number. I couldn’t say. 

Senator Anperson. That is not regarded as a bay. 

Mr. Wooztry. No, it is an inlet, but it would be inland water. 

Senator Jackson. It would come under the provision of the bill 
passed by the House, so they could drill way out fo or miles. 

Senator Anperson. Is it leased? 

Mr. Wooztey. No, sir. We have no authority to lease it. 

Senator Jackson. There is no authority to te I am trying to 
divide this bill into two separate parts. 

Senator Anperson. I was going to say it is fortunate that there is 
no authority. The longer we keep it that way, the better we are. 

We can get this up to a decent figure. 

Senator Jackson. My recollection is that it is no longer a bay when 
it exceeds—what /—10 miles? 

Senator AnpErson. The formula is 10 miles across between the 
headlands. 

Senator Jackson. That is right. You have some real administra- 
tive problems of trying to define all of the boundaries if we get into 
the salt-water business. 

It is a tough one, do you agree? 

Mr. Wooztey. Yes, sir; on a determination of tidal waters. 

Senator ANDERSON. Mr. French just reminded me that that isn’t 
settled, on the Boggs formula. 

Does this bill take any recognition of the fact that the whole 
northern part of Alaska is set aside for a naval reserve? Does this 
allow you to go out and lease offshore from a naval reserve and drain 
that area? 

Mr. Wooztey. No, sir. 

Senator Anperson. What provision protects that ? 
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Mr. Wooztey. This would only be inland waters. We would not 
be leasing any offshore lands. 

Senator ANDERSON. Can’t you lease them? 

Mr. Wooztry. No, sir. 

Senator Anperson. Can’t the Secretary lease them ? 

Mr. Wooztey. No, sir. 

Senator ANperson. Can’t he lease offshore lands in the rest of the 
United States ? 

Mr. Wooztery. He can in the United States, but the offshore bill, as 
I understand it, does not apply to Alaska. 

Senator Jackson. That was excluded. You see, Senator Anderson, 
the bill as it passed the House, the bill that we have before us, gives 
them the authority to lease tidelands but not offshore lands. 

Senator Anperson. I just asked him that. The north coast of 
Alaska could be leased under this; all of that rim around there, for 
several miles out. Couldn’t it? 

Mr. Wooztry. I don’t think so; no, sir. 

Senator Jackson. Under the bill as it passed the House, the land 
from the high-water mark to the low-water mark could be leased under 
this bill. 

Mr. Wooztry. Yes. 

Senator Jackson. That is, as it passed the House. 

Mr. Wooztry. Yes; from the high-water mark to the low-water 
mark; yes, sir. 

Senator AnpERson. Then you could go around the whole northern 
part of Alaska and lease a band right around the naval reserve, 
couldn’t you ¢ 

Mr. Wooz.ey. I would have to ask somebody with more experience. 
May I ask Mr. Holdsworth, Senator? 

Mr. Hotpsworru. In the Petroleum Reserve No. 4, there is a pro- 
vision which says that no lease will be issued for lands within 2 miles 
of the exterior boundaries of Naval Reserve No. 4. 

Senator Anperson. Do you know whether the exterior boundaries 
of Naval Reserve No. 4 run to the high- or low-water mark? 

Mr. Hotpsworrn. According to the terms of the public land order, 
it is the high-water mark, as described in the wihisemel 

Senator Anperson. Clear to the seashore, all the way through ? 

Mr. Hoxpsworrn. All along the northern Arctic coast; yes, sir. 

Senator ANpeRsoN. How far does the water run out there? 

Mr. Hotpsworrn. Well, whether or not the 2-mile provision would 
cover all the periodically covered areas, I don’t know, myself. 

Tides are almost nil up there. It is about a 2-foot tide on that 
coastline at maximum. 

Senator Jackson. While we are on this one point, as I understand 
it, Senator Anderson, in response to your question, there is no statu- 
tory protection of the Naval Petroleum Reserve. Counsel has gone 
into this very carefully. He made the point here, and I will read it 
from his memorandum. 

Naval Petroleum Reserve No. 4 should be protected. The bill doe: not spe- 
cifically prevent applications for oil leases on the Arctic coast tidelands abutting 


Naval Petroleum No, 4. It cannot be intended to allow such an encroachment in 
this area. 


33965—59——_3 
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He was just raising the question. My understanding is that the 
only protection now is purely an administrative order. I take it that 
your point is that there should be some mandatory, statutory language. 

Senator ANnpersoN. Exactly. 

Senator Jackson. Mr. Holdsworth, by the way, I think, suggested 
that. Did you not? 

Mr. Hotpsworrtu. Yes, sir. 

Senator Jackson. What language do you have to suggest on that? 

Mr. Hotpsworrn. We didn’t provide any specific language. We 
merely pointed out that the Federal Register did provide for that. 

Senator Jackson. Do you think the directive in the Federal Regis- 
ter is adequate? If it is, we could, of course, take that aid write it in 
as statutory language. 

Senator ANnperson. No, that is too mild. That is part of the 
argument. We got into that before about trying to say what the 
tidelands amounted to. Why don’t you just take the definition out 
of the Submerged Lands Act or some court decision. 

Senator Jackson. If you leave the tidelands out of this, if they 
are left out of the bill, they couldn’t lease them. 

Senator Anperson. What I am trying to say is that I would like 
to make sure that in your bill you don’t let somebody take the naval 
reserve someday and wipe it out and lease it. So why don’t you 
prevent leasing in the naval reserve and the tidelands adjoining it? 
You are going to have to do something about the game reserves. 

Senator Jackson. If we don’t give any authority for tidelands, 
they have no authority. They are asking for the authority. But now 
there is no authority. 

Senator ANperson. I am not sure about this, but I think the Secre- 
tary of the Interior has a full and complete right to lease tidelands 
off Alaska just as well as off any other place. The only reason he 
doesn’t do it there is if there is an order that says, “Leave it alone 
beyond that naval reserve.” Is that wrong? 

Mr. Hoipswortu. There has been no statutory authority for either 
the Federal agency or the Territorial government to lease tidal waters 
or submerged lands. They have been held in trust for the future 
State. There is no authority to lease it, up to this time. 

Senator ANnpErson. Was there no authority to lease the tidelands 
off California? ‘They leased them. 

Senator Jackson. The State did. Of course, that went to the 
Supreme Court. 

Senator Anperson. It sure did, and the Supreme Court threw it out 
three times, and then they slapped it by the Congress anyway, and 
validated every lease. Why can’t the same thing happen in Alaska? 
I am just trying to protect the situation a little bit. Is there a dif- 
ference about that ? 

Mr. Horpswortu. The enabling act, I think, would clarify that. 

Senator Jackson. Mr. Culp? 

Mr. Curr. I think Senator Anderson has raised a point that I 
frankly hadn’t thought of before at all. The naval petroleum reserve 
itself, the upland area of the naval petroleum reserve, is established 
by Executive order. Is that true? 

Mr. HorpsworrnH. Yes, sir. 
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Mr. Cuup. Then there would be nothing, unless there is something 
in this statute, to prevent that being released by Executive order and, 
therefore, subject to the Mineral Leasing Act; is that right? 

Mr. Hoxpsworrn. I think the Solicitor’s Office should answer that. 

Mr. Cutp. It is a different consideration from the tidelands adjoin- 
ing the naval petroleum reserve. 

Senator Jackson. I don’t think there is any doubt about the reserve, 
but we are raising the question of the tidelands. 

Senator Anperson. I think there is not only a doubt about it, but 
I think there is an active effort going on now to take that land and 
lease it. I just want to lock a few doors. Obviously, we have thrown 
away millions of dollars by what we have now done because the law 
did not require a higher rental. 

Senator Jackson. Can’t we, No. 1, agree that there be provision in 
here to prevent the leasing of the navy petroleum reserves in Alaska ¢ 
We agree on that. Then the next question is the area adjoining it, the 
tidelands adjoining it, so that they can’t move in on the outer fringes of 
it and get that. 

Mr. Wooztey. Mr. Chairman, you will probably want to make it, as 
long as it is a reserve, so that it will be compatible with the reserve, 
it it were ever lifted, that the leasing would be the same as the rest 
of it. 

Senator Jackson. I think what Senator Anderson has in mind is 
that, under this provision, they would have to come back to Congress 
to get it lifted for leasing. Isn’t that what you mean? 

Senator Anperson. Exactly. What happened in the Teapot Dome 
argument? It was reserved, wasn’t it, but the Secretary of the In- 
terior, from one of the Western States—and I will not mention what 
State he came from—proceeded to lease it. ‘That is the difficulty with 
this stuff. Then it is too late, and areas worth many millions of dol- 
lars are gone. I think that if that absolute prohibition was in there 
now, the whole temptation of trying to get this lifted, which is going 
on right now, would die. 

Did the Anchorage newspapers advocate a new study of this whole 
op to see that the people of Alaska got the greatest revenue out 
of it! 

Mr. HotpswortH. One editorial in one of the papers did; yes, sir. 

Senator Anprprson. Do you think that is a good idea or a bad idea? 

Mr. Houpsworrn. I think my answer to that would be this: “If 
you personally had applied for a lease application on the Kenai, say, 
3 or 4 years ago, and it had not yet been adjudicated or approved, and 
2 or 3 years later, which happened in that particular area, the first 
hole, the first seismic work of that kind, the first work of any kind 
of exploration was conducted only last year, would you agree with 
having your application thrown out because they found something be- 
fore your lease was adjudicated?” That is the approach that has been 
made up there in Alaska. 

Senator ANperson. If it happened, it would not be the first time 
would it? 

Mr. Hotpsworru. The people behind this complaint are those who 
have no lease applications. They have belittled the possibility of oil 
in the area. Now they have found oil 
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Senator Anerson. Are we trying to protect the applicants up there 
or the people of Alaska? Which is ite If we are trying to protect 
te pemne of Alaska, we try to get the greatest revenue. 

. Hotpsworrn. That is right. 

Senator Anperson. If we try to protect the speculators who put an 
application on the Kenai when it was not able to be leased—wasn’t it 
a e reserve ? 

: a Wooztxey. Yes, sir, but game reserves are still entitled to be 
eased. 

Senator Anperson. Well, we had an understanding at one time that 
they would not be. They went ahead and filed. But does that give 
them the right, even though the rates should be twice that, and give 
the pore of Alaska $8 million a year in place of 4? 

The Anchorage suggestion was: Why-don’t we try to find out which 
will bring the most money? The Navaho Indians had attractive lands, 
and various people wanted to handle it in various ways. Finally they 
had anauction. It wasamazing. They got $30 million out of that sale. 
The oil fraternity thought it wouldn’t Cotas in more than $2 million, 
but it brought in $30 lean You can’t tell what these people are go- 
ing to get, 

r. Hotpsworrn. Basically, you are operating under an established 
statute, and to make a study would require changing that law. It is 
being administered as set up at the present time. 

Senator Jackson. In other words, lease applications that have been 
properly made should be honored, but I think the point that Senator 
Anderson is making is a question of the return to the Federal Gov- 
ernment and to the Territory. I think we can all agree that people 
who had the foresight to go in and file applications should be properly 
protected if they conform to the law. But I think the interesting 
point here, and what I would like to have counsel advise on in order 
to really do equity and justice, is to see if these leases that have al- 
ready been executed can be modified, and that applications pending 
be held up by a letter to the Secretary until the committee has an 
opportunity to indicate some mandatory minimums that must be 
charged for leases. 

Am I stating this about right? 

Senator Anperson. Yes, that is the first step in it. The royalty 
question is one that you are not going to get to. 

But I think the United States is now the only place on earth where 
the Government gets as little as one-eighth in royalty. The one- 
eighth royalty is out all over the world. It is a half royalty in Saudi 
Arabia. It is a one-eighth royalty in the United States. It is a 
one-sixth royalty in Louisiana. It could be a one-fourth royalty 
in Alaska. It is too late now. That is why I posed the question of 
leasing. 

Senator Jackson. If we go into the royalty question, we should be 
consistent and do it across the board. 

Senator ANpERsoN. We did not take that position on the submerged 
lands. 

Senator Jackson. We did as to all submerged lands beyond the 3- 
mile limit, didn’t we? 

Senator ANDERSON. Yes. 

But if you are going to be consistent, then we take away the 90 
percent going to Alaska and put 52.5 percent in the reclamation fund. 
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We are not going to talk consistency as long as we are giving them a 
special deal. : 

Senator Jackson. We don’t want to carry consistency too far or we 
will all run into trouble. 

Senator Anperson. That is right. I want Alaska to have money, 
too, but Alaska could have twice as much money with a better leasing 
system of 50 cents. 

Senator Jackson. If we could get back to this point, I would like 
to have the Department of the Interior give us an opinion on this 
question of whether existing leases can be modified as to the charges, 
whether this can be done. 

Senator Anperson. I think there is a clause in every one of them 
that permits you to do it. I think the coal leases and all the rest of 
them under the Mineral Leasing Act of 1920 have a provision in there. 
That is pure guess work. 

Senator Jackson. First, whether the Department can change it, 
and, secondly, whether Congress can change it without violating a 
contract so there would be liability on the part of the Federal Gov- 
ernment. 

Mr. Sotzer. Do you wish a written statement on that? 

Senator Jackson. Yes, I believe so. 

Mr. Cup. Wouldn’t it come down to three parts, whether a lease 
could be issued on existing applications with a different rental figure 
than was in the original application, that was in effect at the time of 
the original application. 

And then, can leases which have been issued be changed as to the 
rental figure either by Congress or by administrative action? 

Senator AnpErSON. That istwo. Isn’t tnere a third? 

Mr. Cup. I bunched them up by saying either by Congress or by 
administrative order. 

Mr. Wooz.try. There is one more where a person files an application 
on a wildcat area and during the time that that application is pending 
it becomes producing, then does it become competitive or are you 
required to issue it noncompetitive as of the time of the application 
being filed. 

I think we would have to have that, too. 

Senator ANpEerson. You are completely right. That is very im- 
ortant. I have an opinion that the application having been filed 
efore the discovery of oil, you cannot oe and put it on a competi- 

tive basis. 
gens Jackson. Mr. Culp says there has been a court decision on 
that. 

Senator ANDERSON. I am not a lawyer. 

Senator Jackson. You are raising some nice legal questions, if you 
are not a lawyer. 

Senator ANpERSON. That is a very important question. I don’t 
think you can change it from what it was at the time you made the 
application. But it does go to the question of how quick do you act 
upon these applications ? 

I believe you will find there is a great delay in the issuance of these 
leases. 

Mr. Wooztry. Yes, there has been. On these that are on game 
ranges, of course, there has been a delay since 1953 and some of those, 
undoubtedly, will be rejected. 
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Senator Jackson. Senator Anderson, we come to another point Mr. 
Culp has raised. I think he has done a good job on going through 
this. 

Senator ANpERsON. So do I. 

Senator Jackson (reading) : 


The bill states that preferences will attach to applications in effect on January 
1, 1957. 


That is the way it passed the House. 


Since that day, applications have been filed on more than 12 million acres. 
If the January 1 date remains in effect, all applications filed subsequent to that 
time will be subject to the same weakness as would be present if no preference 
right were granted at all. Also, the later leasing of water areas surrounded 
by recent applications would require a survey of lakes and other water areas. 
This is said to impose an impossible administrative task. 

In other words, as I understand the situation, so far as inland waters 
are concerned, if we assume that there is a distinction in the equities 
between inland and tidal waters, then there should not be a retroactive 
date, because if a person is just going out and leasing land in an area 
that is surrounded by lakes, he doesn’t know whether his lease is all 
land or part water or all water and no land, I don’t see that there is 
any need to have—and I am speaking only of the inland waters—any 
limitation on them, if you grant them preference. 

Do you? 

Mr. Wooztry. Mr. Chairman, the reason we put that in is we 
thought if we got talking about legislation for leasing of inland navi- 
gable waters which were not subject to acreage limitation, we would 
encourage people during the time the legislation was being considered, 
to go in and file on those. 

he striking of oil up there gave them the incentive anyway, so it 
seems to me as though that is a moot question on the strictly inland 
waters. 

Senator Jackson. I am just speaking of inland, and forgetting tidal 
areas. Tidal areas are something else. 

Mr. Wooztry. I don’t think we would need a date at all. 

Senator Jackson. If it is limited tothe inland waters? 

Mr. Wooztey. Yes, sir. 

Senator Anperson. I think if we get some answers to these other 
questions, we could get a bill up and do something about it. 

Senator Jackson. I think we should pass some legislation on this. 
This is obviously a very important matter to the territory, and very 
important to the people of the country as a whole in the development 
of their resources. 

On this fish and wildlife, you were not here, Senator Anderson, 
when Senator Neuberger asked a question on that. I might read this 
brief statement from Mr. Culp’s report: 

The bill authorizes the Secretary of Interior to promulgate regulations for the 
protection of fish and wildlife. It is felt by some that the language should be 
mandatory to insure that such regulations would be completed and in force 
at the earliest possible time. As a corollary it was suggested that the Depart- 
ment of the Interior should be given the duty and the money io record fish and 
wildlife conditions in areas before leases are issued. 


This would improve the possibility of strict enforcement of protective 
regulation. 


ee 
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In other words, as I understand the language in the pending bill 
as it passed the Houe, it is permissive. Congress has indicated its con- 
cern and leaves the matter to the Secretary. I suppose that some of 
the language could be made mandatory. But if you go too far on it, 
it could tie it all up, too. 

Mr. Wooztxry. It would depend on the sort of regulations that were 
promulgated. 

Senator Jackson. What I am meaning to say is if you have to make 
a survey of every lake and every area by fish and wildlife people, you 
would have to hire a tremendous number of personnel to make surveys 
of them. 

Is there anyone from Fish and Wildlife Service here ? 

a Parker. I am not prepared to discuss that particular point 
today. 

Senator Jackson. Would you state your name? 

Mr. Parxer. I am Lansing Parker, Assistant Director of the Bu- 
reau of Sport Fisheries and Wildlife. 

Senator Jackson. We want to be sure they are protected, but, on 
the other hand, it is a question of what is workable here and what is 
not workable. 

Mr. Parker. The only point I would comment on is that you are 
now considering a revision in the Alaska game laws that may have 
some tie-in, and on that basis I would rather not comment today, but 
I would rather supply the information. 

Senator Jackson. Can you get some statement from the Depart- 
ment? We want to be helpful here. We don’t want to kill all the 
fish off. 

Mr. Fereuson. Senator Jackson, when we first drafted the bill, 
which was the basis for H. R. 8054, that particular provision was 
cleared with the Fish and Wildlife Service. I discussed it with 
them, and, of course, tnat was a little over a year ago. At that time 
they felt that that provision was adequate. 

Senator Jackson. I would like to have for the record a letter from 
the Fish and Wildlife Service on this subject. 

Mr. Fercuson. Of course, technically our letter from the Depart- 
ment covers the Fish and Wildlife Service. 

Senator Jackson. I know, but a year has gone by. 

Mr. Frreuson. Yes, sir. 

Mr. Cutp. If I recall the hearings the last time on this same bill, 
a gentleman here representing the Fish and Wildlife Service testified 
that their Department considered the provisions of this bill sufficient 
to protect the fish and wildlife. 

Mr. Fereuson. Yes. 

Mr. Curr. As I understand it, the question now is more if the pro- 
vision were made mandatory that such regulations be promulgated, 
would this pose an impossible burden on the Fish and Wildlife Serv- 
ice, with the possible corollary of how long would it take them to 
design and promulgate such regulations as would be sufficient to pro- 
tect fish and wildlife. 

Senator Jackson. In other words, would it be administratively 
feasible ? 

Mr. Frerauson. Do you want us to send you a report on that? 
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Senator Jackson. Yes; I think we should have that. We would 
not want to go one way on leasing and then reverse the whole process 
, @ provision in here that would tie up the orderly development of 
this area, inasmuch as it is not in a game reserve. We are not deal- 
ing with game reserves. 

nator ANpERsoN. Senator Jackson, once before when we got into 
one of these leasing developments, I think in the gulf, the question 
arose as to unitization. The people have taken, I think, enormous 
advantage of unitization prior to production. The whole purpose of 
unitization is after production. 

I would appreciate it if the staff would draw an amendment that 
prohibits putting any of these into a unitization program unless 
production is achieved. 

They have gone down, since-the Submerged Lands Act, and have 
taken the sulfur, and allowed one little stinky well to cover the 
whole blessed gulf on the unitization program. Maybe it has been 
changed, but that is the way it started off. 

That is my understanding of it. I mentioned a moment ago a tract 
that I will not refer to again, but in that particular instance well 
over 100,000 acres has been put into a unitization program. I think 
there is one little spot where the core drill indicated there might be a 
10-barrel well at 2,000 or 3,000 feet. Of course, you couldn’t possibly 
do that. 

But there is not a bit of oil in that whole tract. Yet it is all under 
a unitization program, and the whole of it is being held by a well 
being drilled here, a well being drilled there. The well is supposed 
to be on the 2,580 acres to hold the lease, or whatever the lease may be. 

But by unitization they avoid it all. That is something we ought 
to get to eventually, but this will give us a chance to deal with it here. 

Mr. French reminds me that unitization was initiated to prevent 
drainage of these areas, and particulary of Federal lands. The work 
of it is that it has nothing to do with drainage. You just put a whole 
bunch together and tie them up that way and hold them forever. 

I think it is as wrong as it can be. I think it ought to be specified 
that there can be no unitization on any of the lands involved in this 
bill. I would like to apply it to the rest of the lands in Alaska, if I 
could. That is, unless actually dealing with production. I know 
you will not have it easy in the rest of the country. 

Senator Jackson. Have you any comments on that? 

Mr. Wooztry. No, sir; except there is another factor. When uniti- 
zation is entered into, then I understand the land is not chargeable on 
acreage. That is another encouragement for unitization. 

Senator Jackson. It is not charged ? 

Mr. Wooztry. That is right. When lands are placed under a unit 
plan, the acreage then is not chargeable against the leaseholder. 

Senator Jackson. I see. 

Senator Anprrson. But there is a provision where the Secretary 
any time he wants to can go back and put that on. 

r. Wooziry. Yes, sir. 

Senator Anperson. I am hopeful that he would go back and slap 
a rental fee on this unitization. I think they have been used to avoid 
the payment of acreage rentals. 
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Again, we are trying to get the maximum amount of revenue for 
the people of Alaska out of this. Until the House of Representatives 
will pass a statehood bill there will not be anybody in here to speak 
for the State of Alaska in this Senate, at least. So maybe we better 
try to get the maximum revenues for the area. 

Mr. Wooztry. Mr. Chairman, there is one other thing. I think 
we all recognize that production up in Alaska is going to be consider- 
ably more expensive, probably, than it has been in the States up to 
this point, and they may have to get some fields together to encourage 
a developer to go up there. 

I am wondering what the effect of no unitization until there is a 
producing well would have on that, on the unitizing of a group of 
people together to get a developer up there. I think that is some- 
thing we would have to take a look at. 

Senator Anperson. I don’t question that. But we have plenty of 
time to take a look at it after you got back here. I don’t mind putting 
things together in a unit for drilling. You have to get sufficient acre- 
age to go ahead and put a rig on the ground. 

Senator Jackson. Why couldn’t you stipulate what the conditions 
are on the unitization ? 

Mr. Wooztry. Maybe agreements that they would drill within a 
period of time would let them unitize, rather than actual production. 

Senator Jackson. You wouldn’t object to that. 

Senator Anperson. No. But there are few structures in the United 
States that have more than a few thousand acres in them. When you 
get into a reef, you are dealing with 100 acres, 

Senator Jackson. You could tell them after the program was bet- 
ter along. You might follow up with Mr. Culp as to some condition 
along the line mentioned on unitization. 

Mr. Wooz.ey. Yes, sir. 

Senator Jackson. Are there any other comments on this? There 
are a lot of technical amendments that we will bypass for the time 
being because of all the other matters that we have to go into. We 
will have to have another meeting to get the report from the 
Department. 

enator Anderson. What I was going to suggest, Senator, was 
that you permit Mr. Culp, Mr. French, and others to work with the 
Department to try to take care of those amendments so we don’t have 
to spend a lot of time in the hearing on them. If we could be advised 
of what changes are made so that we could study them in our office a 
little bit before coming here, it would be helpful. 

Senator Jackson. We will see if we can get this in memorandum 
form to members of the subcommittee and Senator Anderson at the 
earliest possible date. In that way we can be prepared for the next 
meeting. 

Senator Anperson. I do want to say, Senator Jackson, that I do not 
want my comments today to indicate that I am distrustful of the In- 
terior Department, or that I am unappreciative of the work that Mr. 
—. did on this. I think he has done a fine job and I commend him 

or it. 

Senator Jackson. He has raised most of those points in the 
memorandum. 
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Senator Anperson. I didn’t see anything on the 25-cent rental fee, 
which is a thing that disturbs me considerably. I am sure that the 
attitude of the Department, now that oil has been found up there, and 
there is a good, likely prospect that a great deal of the area will be oil 
land, I do think from the standpoint of revenue to Alaska, we ought 
to get this up, because it is just possible that there may be many other 
areas where oil will be found. 

The Four Corners area in the United States was spurned by all peo- 
ple for a long, long time, and everyone knew there was absolutely 
nothing there. Now they are going up and paying the most fantastic 
ay ae for that land I have ever seen. It is worth it,too. There may 

areas of Alaska where the situation would be the same. 

You let a few more wells come into Alaska, and there will be a very 
lively leasing of land and holding of land under lease. 

That royalty at 50 cents an acre for 100 million acres could run into 
some real money. It might solve all the financial burdens up there. 

Mr. Wooz.ey. I am sure, Senator, that the Department will take a 
good look at it. Of course, it has been an incentive in the past to get 
the people interested to go up there and spend their money in 
eae 

ow the situation has changed and I am sure the Department is 
giving consideration to that. 

Senator Anperson. I know that hindsight is so much easier to have 
in this world. I am not trying to say that you should have put on a 
50-cent rental in the beginning at all. I think that the granting of an 
incentive was wise, and if the oil is developed, the wisdom of the 
course is just the more substantially proved. 

But now that oil has been akonat. you get that wild frenzy to 
get there. I had some land in South Dakota, hundreds of miles, I 
guess, from the Williston Basin. Nobody ever thought it would do 
anything but blow away for a long time. But as soon as somebody 
hit some oil in the Williston Basin of North Dakota, the oil lease scouts 
were all over South Dakota signing up land and they are still paying 
rentals on it. 

There has not been a well within 200 miles as a test well. But they 
still pay rentals on it. I mentioned this piece of land that I have in 
New Mexico. 

I have no idea why they are paying rentals on it, but the check comes 
in, and they keep paying on it all the time. 

Senator Jackson. Weil, does anyone else want to make a comment? 

We will not be able to go into the other bills this morning. It is 


now a quarter after 12. e will meet as soon as this memorandum 
comes up so we can go ahead and act on this expeditiously. We are 
anxious to get a bill reported. 


Mr. Bartiert. All I would like to say, Mr. Chairman, is that I 
subscribe fully to what you said in stating that this is important 
legislation for Alaska. Of course, the Territorial Government is 
anxious to get all the money it may from oil leasings. At the same 
time, I want to associate myself with what Mr. Woozley said in saying 
that until recently it was imperative that we create incentives. People 
didn’t want to go there just a little while ago. It is all very recent 
that they began that. 

Senator Jackson. Well, thank you very much, Delegate Bartlett. 
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I also would like to thank Mr. Holdsworth for staying over, Senator 
Anderson. He was due to go back. 

If there is anything that you wish to take up with the staff, Mr. 
Holdsworth, I would: appreciate your doing so before you leave, as a 
result of being here this morning. 


STATEMENT OF KIRKLEY S. COULTER, LEGISLATIVE ADVISER, 
OFFICE OF TERRITORIES, DEPARTMENT OF THE INTERIOR 


Mr. Coutrer. At the last meeting I was asked to supply a statement 
on interest rates on municipals in Alaska. I have that now. 

Senator Jackson. Thank you very much. That will be included in 
the record. I will turn this over to Mr. Culp. Thank you very much. 

The committee will stand adjourned. 

(Whereupon, at 12: 15 p. m. the committee adjourned, subject to the 
call of the Chair.) 
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WEDNESDAY, MAY 14, 1958 


Unirep SraTes SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
SUBCOMMITTEE ON ‘TERRITORIES AND LNSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 155, Senate Office Building, Senator Henry M. Jackson (chair- 
man of the subcommittee) presiding. 

Present: Senator Jackson, Anderson, Carroll, Barrett, and Gold- 
water. 

Also present: Stewart French, chief counsel, and Gordon C. Culp, 
professional staff member. 

Senator Jackson. The subcommittee will resume its discussion on 
H. R. 8054. At the last meeting the committee went into some detail 
with reference to the rental charges on leases and was quite concerned 
about the fact that the lease rate was based on a charge of 25 cents 
per acre, which the Chair understands to be exactly one-half of that 
charged elsewhere. This is particularly true in the so-called proven 
areas, which applies to at least the Kenai Peninsula. 

I think it might be appropriate to start out the hearing by a state- 
ment from the Department of the Interior. I have some questions on 
this point, and I know the distinguished Senator from New Mexico 
has some questions on this, too. 

Mr. Caplan, who is reprenmting the Department on this, do you 
want to come around here! 

Mr. Captian. Yes, sir. 

Senator Jackson. I think it might be well in starting out to indicate 
how the charges on oil leases in eae compare with the schedule of 
charges elsewhere in the public domain. We will start out first on 
the lease charges, and then the royalties, 


STATEMENT OF MAX CAPLAN, MINERALS STAFF OFFICER, BUREAU 
OF LAND MANAGEMENT, DEPARTMENT OF THE INTERIOR, 
ACCOMPANIED BY J. B. MITCHELL, CHIEF, OIL AND GAS LEASING 
BRANCH, CONSERVATION DIVISION, GEOLOGICAL SURVEY, 
DEPARTMENT OF THE INTERIOR 


Mr. Cartan. The lease charge in Alaska is 25 cents for the first year. 
The second and third year, it is waived by statute. The forth and 
fifth years, it is 25 cents per acre. Then, for any extended period of 
the lease, the 5th to the 10th year, it is 25 cents per acre. 

Senator Anperson. So, actually, it is $2 for a 10-year term, or 20 
cents a year per acre. 
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Mr. Carian. That is correct. 

In the States, the first year’s rental is 50 cents per acre. The second 
and third years are waived by statute. The fourth and fifth years, it 
is 25 cents per acre. And the extended term, from 5 to 10 years, it is 
50 cents per acre. 

Senator Jackson. Is this mandatory in both instances? 

Mr. Carian. The mandatory provision is only as te the waiver of 
rental for the second and third years. 

Senator Jackson. But what I am saying is: Does it mean that the 
Department must charge 25 cents in Alaska the first 2 years? 

Mr. Capuan. It means that that would be a minimum charge under 
the existing statute. 

Senator Jackson. And how does the statute apply elsewhere ? 

Mr. Carian. That is alsoa minimum charge. 

Senator Jackson. Of 25 cents? 

Mr. Capitan. That is correct. 

Senator Jackson. On this first point, why did they set the minimum 
at 25 cents in Alaska and 50 cents elsewhere? 

Mr. Carian. Of course, the minimum in Alaska has been set for a 
number of years, and I believe, as was mentioned here a week or 10 
days ago, when the Director was here, it was for the purpose of en- 
couraging development and the taking of leases in Alaska. 

Senator Jackson. But we want to do the same encouraging else- 
where. What is the basis for charging a rate exactly one-half that 
charged elsewhere? What is the philosophy, the thinking behind it? 

Mr. Carian. I would suppose that it would be that, since Congress 
had indicated that there was a minimum, that 25 cents was the mini- 
mum, in a situation such as Alaska the minimum should be the rental 
that would be charged. 

Senator Jackson. What is the minimum elsewhere? 50 cents? 

Mr. Carian. The minimum in the States is 50 cents for the first 
year, with the second and third years waived. Then it is 25 cents per 
acre for the fourth and fifth years, with 50 cents per acre from 5 to 
10 years. 

enator Jackson. So the actual effect here is that, in Alaska, the 
lease charge is exactly one-half that elsewhere. 

Mr. Capian. It does not quite come out one-half. It is a little more 
than one-half, because in the States it is 50 cents plus 25 and 25, which 
is a dollar, plus $2.50 for the last 5 years, which makes it $3.50; and the 
Alaska 10-year rental is $2. On that basis, it is a little more than half, 
if my arithmetic is right. 

Senator Anprrson. I do not follow you at all. You did not study 
out of the same book I did. Will you start again ? 

Mr. Cartan. It is 50 cents for the first year. The second and third 
years are waived. It is 25 cents for the fourth and fifth years. 

* Senator ANpERSsON. Oh, it is not 50 cents. 

Mr. Capuan. Not in the States; no, sir; 25 cents. 

Senator Anperson. Lamsorry. Then, you are correct. 

Senator Jackson. Is that a mandatory statutory provision? 

Mr. Cartan. No,sir. That is by regulation. 

Senator Jackson. Now, let us turn to the royalty provisions of the 


lease. 
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Mr. Cartan. The present royalty provision in Alaska is as fol- 
lows—— 

Senator Barretr. Mr. Chairman, before he goes on to that, let me 
ask a question. 

Would you give me what is proposed now, as far as Alaska is con- 
cerned? This is the present in this country that you have just given. 

Mr. Carian. Yes, sir. 

Senator Barretr. What is the proposal for change in Alaska? 

Mr. Capitan. We have not proposed any change. 

Senator Jackson. I think Senator Anderson’s amendment would 
make it 50 cents. 

Senator Barrett. Straight through ? 

Senator Jackson. Including the fourth and fifth years. 

Mr. Capitan. That would be a minimum which would be set by 
statute. 

Senator Jackson. That is right. 

Senator Barrerr. What is the effect of your amendment, Senator 
Anderson? Would it be 50 cents straight through ? 

Senator ANpEerson. No; it is just simply to make the minimum lease 
50 cents an acre per year. I base that on the fact that, when the lease 
agent for any oil company comes out with his checkbook and lease 
forms, I think he would be insulted if you talked to him in terms of 
less than a dollar an acre. But to talk of 7 cents an acre, as we have 
in Alaska, I think is ridiculous. 

Senator Barrerr. I was trying to get the effect of your amendment. 
As I see it, it will leave it 50 cents the first year and then 50 cents 
the fourth and fifth years. Is that right? 

Senator Anperson. Yes. That was based on the assumption which 
I had that the fourth and fifth years were 50 cents, and we now hear 
it is 25 cents. I do not have any Federal leases, so I had not run up 
against that fact. I thought the minimum now was 50 cents an acre. 

Senator Barrerr. That would be changed, then, for the States as 
well as for Alaska. 

Senator Anperson. It was not my purpose to change it, Senator. 
It was my purpose to have it identical in Alaska to what it is in the 
United States. 

Senator Jackson. Senator Anderson had the impression—if I might 
state this for you—that it was 50 cents in the States. : 

Senator Barretr. I see. 

Senator Jackson. In offering his amendment, he wanted the lease 
requirements in Alaska conformed to elsewhere. 

Have I stated that correctly ¢ 

Senator Anperson. That is right. 

Senator Jackson. So that I assume that he is willing to make that 
revision. 

Senator AnpErson. That is correct. 

Senator Jackson. The intent, based on our transcript and the ree- 
ord, was to make it conform to the existing requirements elsewhere, or 
to make it uniform. 

Senator Barrerr. I see. 

Senator Jackson. Now we might turn to the royalty provisions. 

Mr. Cartan. The present royalty provision in leases which are is- 
sued for Alaska was adopted in its present form on November 29, 
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1950, and it provided as follows: 5 percent for 10 years following 
the date of the discovery by lessee of oil and gas in commercial quan- 
tities in any geologic structure, after which the royalty rate would be 
1214 percent. 

Senator Jackson. After 10 years. 

Mr. Captian. A 10-year period. 

Senator Jackson. But the 10 years, it would be 5 percent. 

Mr. Carian. That is correct. 

Senator Jackson. After 10 years, it would become the uniform 
amount of 1214 percent. 

Mr. Cartan. That is right. 

Senator Anperson. Were you present in the hearing held in the 
committee room on the 25th day of. April 1958? 

Mr. Carian. Yes, sir. I was there. 

Senator Anperson. Were you then with the Department ? 

Mr. Carian. Yes; I was. 

Senator Anperson. In the same position you now hold? 

Mr. Carian. Yes, sir. 

Senator Anprerson. Did you hear me ask Mr. Woozley this question : 


Alaska not having that authority— 
which the States have— 


and we not having authority, is it possible for a person to drain oil and gas from 
these inland waters without paying for it?— 


and so forth, and I went on to say: 


I think I have drilled enough oil wells to know certain things. But what I 
am trying to say is, in the submerged areas of Louisiana and Texas, some of 
us argued about the royalty. Are you getting the same royalty off that area 
that you do in the public domain of Wyoming, New Mexico, or Colorado, or a 
larger one? 


And Mr. Woozley said: 

We get a larger one than Louisiana. 

Now, Louisiana has a sixth. You heard the testimony. Did you 
keep quiet, or did you hear him ? 

r. Cartan. I do not recall that. Would you read that again, 

Senator ¢ 

Senator Anperson. I said: 

Are you getting the same royalty— 


off the Alaska area— 
that you do in the public domain of Wyoming, New Mexico, or Colorado, or a 
larger one? 

We get a larger one— 
said Mr. Woozley— 
than Louisiana. 

Mr. Cartan. My recollection of the discussion there, Senator—and 
I am speaking only for myself—was that the larger royalty was as to 
the offshore lands in Louisiana. 

Senator Anperson. What do you get off the offshore lands of 
Louisiana ? i wit 

Mr. Mircnew. It is a minimum of roughly 21 percent. 

Senator Anperson. One sixth, is it not ? 

Senator Jackson. State your name for the record, please. 
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Mr. Mircueruy, I am J. B. Mitchell, of the Geological Survey. 

Senator Anperson. What is the one in Louisiana ? 

Mr. Mircuety, There are two types. One we have referred to as 
the section 6 leases. 

Senator AnpErson. That is a special provision in the case of a pre- 
vious State lease which is legitimatized. 

Mr. Mrrcneny. That is right. 

Senator Anperson. We are talking about leases issued by the Fed- 
eral Government. 

Mr. Mircnext. That is one-sixth. 

Senator Anperson. This is larger than one-sixth, is it not 5 percent, 
larger than one-sixth ? 

Mr. Mircuett. I did not say that. 

Senator Anperson. No; he did [indicating]. 

Mr. Mrrcues. I do not know whether he did not not. 

Senator Anperson. He sat there, the expert witness, while Mr. 
Woozley was testifying. 

Did you contradict him? 

Mr. Cartan. No; I did not. 

Senator Anperson. Did you not know that 5 percent was less than 
one-sixth ? 

Mr. Cartan. Certainly. But I certainly did not observe the error 
at the time. 

Senator Anperson. Why did nobody tell us in this hearing that the 
royalty in Alaska could be 5 percent for 5 years or could be 10 years 
free without any royalty at all? 

Senator Jackson. What concerns me is that I believe a year ago we 
were informed—I would have to look at the transcript, but I certainly 
had the definite impression that that royalty charge was 1214 percent, 
or aneighth. This is the clear impression that I had. 

Senator Anperson. Surely. 

Senator Jackson. And it was the impression that I had at the last 
meeting of the committee, 1214 percent. 

Senator Anperson. Surely. 

Senator Jackson. I clearly understood that. 

Of course, what we were getting in the gulf, in the offshore lands, 

vas more than we are getting on land, so to speak. But I have had 
the impression from the very beginning as to the royalty, the per- 
centage that would accrue to the Government was 1214 percent. 

We will have to check the transcript, but I think a year ago when 
this came up this was discussed. 

Is that correct? 

Mr. Horrman. Yes, I testified a year ago. I have retired now, but 
I testified a year ago before the subcommittee. 

Senator Jackson. Would you please state your name for the record. 

Mr. Horrman. I am Lewis E. Hoffman. 

Senator Jackson. You testified a year ago, and at that time you 
were in what capacity ? 

Mr. Horrman. As minerals staff officer. My successor is now Mr. 
Caplan. 

Senator Jackson. Am I not correct in my understanding that at 
that hearing you testified that it was 1214 percent ? 
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Mr. Horrman. I testified in substance that under the regulations, 
the royalty in Alaska on the discovery of a new field, in a new geologic 
structure, for the first 10 years is 5 percent to the Government, after 
which it equalizes with the continental United States at 1214 percent. 

Senator Anperson. When did the unitization provision get put in 
so that it can cover everything? 

Mr. Horrman. There is a general unitization law, but there is no 
special unitization for Alaska. 

Senator Anperson. Isn’t there? Let me read the Alaska one, and 
we will see what it is. I thought I had a copy of that Alaska lease 
form, the form that we are using, which is standard everywhere. 

It says: 

Royalty on production.—To pay the lessor 1214-percent royalty on the produc- 
tion removed or sold from the leased lands computed in accordance with the 
Oil and Gas Operating Regulations (30 C. F. R. Pt. 221). Provided, however, 
that if this lease covers lands in Alaska and the lessee drills and makes the 
first discovery of oil or gas in commercial quantities in any geologic structure, 
the royalty on all production hereunder shall be 5 percent for 10 years follow- 
ing the date of such discovery, and thereafter the royalty rate shall be 12% per- 
cent. If this lease is committed to an approved unit or cooperative plan (under 
which such a discovery is made), the 5-percent rate for 10 years following such 
discovery shall, for the purpose of computing royalty due the United States, 
inure to the benefit of all the land to which an allocation is made under such 
plan. 

So if you had a discovered well on a geologic structure that em- 
braced only 100 acres, but you had 100,000 acres under lease, the 
whole 100,000 acres would be at the 5-percent rate; would it not? 

Mr. Horrman. Not so, Senator, unless there was an approved unit 

lan. 

Senator Anperson. I am wrong. I had better state it again. 

I mean if you had a well on the first 100 acres, and you were the 
discoverer of that—and I am in favor of giving encouragement to 
those discoveries—but you put under lease 100,000 acres, or file a 
unit plan for it which the Department approves, as it approved the 
whole Gulf of Mexico for a sulfur lease in a unit, then the royalty 
applies to the whole 100,000 acres. 

Mr. Horrman. Yes, it does. 

Senator Anperson. So that effectively, and from here on out, we 
can expect a 5-percent royalty for 10 years on every acre of public 
domain in Alaska. 

Mr. Horrman. For the first 10 years, on the theory, Senator, that 
under a unitization, a discovery in one well is similar to discovery on 
every leasehold that has subscribed to that unit plan. 

Senator Anperson. I understand the unitization program; yes, sir. 

Senator Jackson. I just want to say that [ have checked the tran- 
script, and Mr. Hoffman is correct in what he related; that he did 
state it that way, as he testified a minute ago. 

Senator Anperson. The Department is issuing, then, the blank 
check authority which reads: 

* * * Leases in Alaska under this Act whether as a result of pro -cting 
permits or otherwise shall be upon such rental and royalties as shall be fixed 
by the Secretary of the Interior and specified in the lease, and be subject to 
readjustment at the end of each 20-year period of the lease: Provided further, 
That for the purpose encouraging the production of petroleum products in 


Alaska the Secretary may, in his discretion, waive the payment of any rental 
or royalty not exceeding the first five years of any lease. 
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So that if you fix the rate at 5 percent, the Secretary can, if he 
wants to, waive that royalty for the first 5 years. 

Mr. Cartan. Under that provision that you just read, that could 
be done. 

Senator Anverson. And at the end of 20 years he could adjust it 
back down to 1 percent if he wanted to. 

Mr. Capitan. Within the purview of the statute which you have 
cited. 

Senator Anperson. There is no ceiling, then, that would hold up 
the royalty in Alaska to the 1214 percent figure which we have gen- 
erally observed throughout the United States. 

Now, if they are leased at 5 percent, we are a long time back. We 
thought we had outlived that. 

Mr. Horrman. No. 

Senator ANprerson. Mr. Hoffman says I am wrong. 

Mr. Horrman. You are wrong, Senator. 

Senator AnprRson. There are not any more 5 percent leases? 

Mr. Horrman. No, there are not. 

Senator Anperson. We had testimony in the hearing that there 
on leases still paying 5 percent. You say there are not. Tell me 
about it. 

Mr. Horrman. Senator, may I be indulged a minute to get my 
thoughts together ? 

First of all, that 20-year lease was issued under the old permit 
system, the original act of February 25, 1920, where a permit having 
2,560 acres, if they made a discovery, they had a right, mandatory 
right to a lease of one-fourth the area, but not less than 160 acres, 
called the A lease, for a period of 20 years payable 5 percent royalty, 
payable to the Government, and the preference right to the remainder 
of the land, the three-fourths remaining in the land for a permit, 
to a secondary lease, or a B lease, as it was known, payable on the 
graduated scale from 121% to 3314, later changed to 32, later changed 
to a maximum of 25 percent. 

But these old leases are still in existence, but the leases provided 
that at the end of the 20 years, they had a right to renew at successive 
periods of 10 years under such royalty as the Secretary might pre- 
scribe. And invariably, in getting the next successive period of 10 
years, they prescribed the higher royalty. 

But section 22 of the original Leasing Act gave the Secretary au- 
thority to waive rentals anif tykities where it 1s for the best interests 
of the United States. 

Senator ANnperson. We did have a hearing a while back on the 
leasing practices. I conducted the hearing. A man from the De- 
partment testified that we still had 5-percent leases. We will go back 
to him and find out whether or not he had his facts right. 

Senator Jackson. I think Mr. Mitchell would like to make a com- 
ment on that. 

Mr. Horrman. Senator, there are some 5-percent leases. 

Senator ANnperson. Now, let him testify for a minute. That is 
what I said they were, and you took exception to it. Now let him 
testify. 

Senator Jackson. Mr. Mitchell. 
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Mr. Mircnext. Mr. Hoffman is speaking with respect to the actual 
royalty rates prescribed in the leases. But take during the thirties 
and even somewhat during the 1940’s, there were quite a Vato number 
of 5-percent leases unitized, and by law extended, and so interpreted 
by the Department, for the life of the unit agreement. So we still 
have a great many 5-percent leases that are unitized and paying 
royalty at 5 percent. 

Senator Anpers: N. That is what I thought I said. We do have 
5-percent leases. 1 was merely trying to say that when I said the 
ordinary royalty was 1214 percent, that is the generally accepted 
royalty, and I tried to protect myself against somebcdy saying I 
misrepresented by saying I know we do have some 5-percent leases 
still in existence. 

But the general, standard lease royalty we now get for a new lease 
is 1214 percent, is it not, or more ? 

Mr. Mrrcwety. It is more usually, in the type of lease he was re- 
ferring to, stepped scale. 

Senator Carroti. May I ask for recognition, Mr. Chairman ? 

Senator Jackson. Yes, Senator Carroll. 

Senator Carroty. Do we have any leases with 5-percent royalty 
that are not unitized ? 

Mr. MircuHe.y. Not any more. 

Senator Carrott. What percentage of the leases that you have are 
unitized 5-percent leases ? 

Mr. Mircuety. That would have to be an awfully rough guess. 
I would prefer not to guess, 

Senator Carrotu. Has any study been made of that ? 

[Addressing Mr. Caplan:] Do you know what percentage of 
these leases were 5 percent ? 

Mr. MrtcHety. We have the figures. 

Senator Carro.t. Would it constitute a majority of the leases? 

Mr. MircHexuz. No, not any more. 

Senator Carroti. Would it be 10 percent? Has a survey ever been 
made of this? 

Mr. Mircuein. We have a record of the 5-percent leases that are 
still outstanding by reason of being continued by unitization. I 
would say the percentage is relatively small. I do not know whether 
it is 5 percent, 10 percent, or what. 

Senator Carrotu. I am new in this field. That is why I am asking. 

How many leases do you have, altogether, approximately ? 

Mr. MitcHe.y. There were 130,000 as of last September. I assume 
it is a few more than that now. 

Senator Carroiu. Let us see if we can reach the question another 


way. 

Would you say that there are 10 percent of the 130,000, or at least 
5 percent of them, that are unitized ? 

Mr. Mitcuetxt. I do not know. But it might run 10 percent of the 
productive leases. 

You understand, of those 130,000 leases, there is only a very small 
percentage of them that are actually peccneng leases, 

Senator Carroty. Would it be difficult for you to furnish the num- 
ber of productive leases we have and how many are 5-percent leases, 
unitized? Then, for my own information, I would like to have an 
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idea of what companies hold these 5-percent leases, what major oil 
companies hold them. 

Mr. MitcHety. We have a record of who holds them, yes. 

Senator Carrot, Would that be difficult for you to compile and 
put it in the record ? 

Mr. MircHe.. It would take a little time. I do not know whether 
I could get it in in the next day or two. 

Senator Carroty. Would that be helpful? 

Senator Anperson. It would be helpful. I think they are mainly 
Wyoming, Colorado, that general area. Most of them were, the last 
time I looked at the record. 

Senator Jackson. Will you supply that information ? 

Senator Anperson, Is there any objection on the part of the In- 
terior, so far as you know, to establishing the same royalty in Alaska 
as is applicable in the rest of the continental United States? I am 
speaking of minimum royalty, of course. 

Mr. Cartan. I do not know, sir. I do not know that the matter has 
been discussed or has been under consideration recently, or whether 
any determination has been made. I could not answer for the Depart- 
ment. 

Senator Anprrson. This is a very iraportant thing to Alaska, be- 
cause Alaska gets 90 percent of certain items that come in. Alaska is 
trying to become a State. The problem of making a State out of 
Alaska is complicated by the fact that it is going to be very, very ex- 
pensive. 

Senator Barrett and Senator Jackson, I believe, are the only two 
who went up on the trip to Alaska. We looked around a great deal 
under the guidance of Senator Hugh Butler, a very capable and com- 
petent businessman. He looked into this question of revenues from 
Alaska, and it raised some problems in most people’s minds. If this 
royalty was 1214 percent and the leasing was at 50 cents and a major 
oil program of development continued in Alaska, the whole problem 
would be solved, because it gets 90 percent, something no other area in 
the United States gets. 

So it becomes important to those people whether we get 5 percent or 
a minimum of 121% percent. 

When we had the hearings in Albuquerque, on the leasing of lands, 
it developed that it was not necessary to have either a discovery or a 
production in order to get unitization ; they unitized on paper without 
ever having any discovery of oil. So, by the same token, you can do 
that in Alaska, can you not? 

Mr. Capian. That is correct. 

Senator Anperson. You can unitize all of Alaska on paper without 
the discovery of a single well. 

Mr. Capian. That would be correct. 

Senator Anperson. That is why I get interested in that 5-percent 
royalty. 

Do you object to putting it on that basis? 

Mr. Carian. Do I? 

Senator ANnperson. You are speaking for the Department now. 
Does the Department object to a chang in the leasing provisions as to 
Alaska putting it on the 1214-percent minimum basis? 
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Mr. Cartan. I would not be able to say that any determination has 
been made in the Department as to whether it should or should not 
be, Senator. I am satisfied that if the matter is presented to them, 
they would certainly consider whether or not it should be done. But 
I could not give you a definite answer as to whether or not they would 
object. 

Senator Barrerr. Mr. Chairman, may I ask a question? 

Senator Jackson. Senator Barrett. 

Senator Barrerr. Could you gentlemen tell me whether or not the 
matter of the royalty in the lands covered by the unit agreement is set 
by law, or is that set by regulation ? 

Mr. Mircneu. By regulation, if I understand your question cor- 
rectly, 

Senator Barrerr. The Secretary of the Interior can decide to make 
it 5 percent or higher in the unit? 

Mr. Mircuetyt. That is right. There is authority under the statute 
whereby the lease rates, lease terms, can be modified by the terms 
of the unit agreement. 

Senator Barrerr. In other words, if a man has a 5-percent lease 
up there, the Secretary can take additional lands into the unit but 
require that the additional land pay a higher rate than the 5 percent? 

Mr. Mircuet.. He could do that, assuming the unit agreement was 
modified at the same time they were taken in. 

Senator Carroty. Senator, will you yield at this point? This is all 
new to me. 

Do you mean that in each unit agreement the Secretary, by regula- 
tion, can grant 5 percent to one and 6 percent to another and 8 per- 
cent to another, that he has discretion between leases, on unit agree- 
ments? 

Mr. Mrroneny. Senator, you are asking what he can do? 

Senator Carrot. Yes, not what he did do, but what he can do. 

Mr. Mircuety. I do not know of any limitation on his authority 
to modify lease terms through the approval of a unit agreement. 

Senator Jackson. He has to get the approval of the lessee. 

Mr. Mitcueti. Well, a unit agreement is a contract between leases. 
and he approves that with a modification of the lease terms entered, and 
of course the lease terms were modified to whatever royalty or rental 
rate would be put in there. Frankly, as a matter of practice, the lease 
terms are preserved in the unit. 

Senator Jackson. What unit plans are in effect now in Alaska? 
Let us get down to that. 

Senator Anperson. In Alaska, you mean ? 

Senator Jacwson. Yes, in Alaska, The other will be supplied for 
the record. 

Mr. Mitcuety. I guess you know of Swanson River. 

Senator Jackson. I am ignorant about all this. Swanson River? 

Mr. Mircuetit. Yes. I am giving you these names by recollection 
now. I donot have a list of them here. 

Senator Jackson. Certainly. 

I want to be fair about this, Mr, Mitchell. I want you to under- 
stand that you will have.an opportunity to put the complete list in 
later. We just want to get a rough approximation now, if you do 
not have your records here. 
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Swanson River? 

Mr. Mircueti. Swanson River. 

Senator Jackson. How big is that? 

Mr. Mircnety. Again, you are asking me to speak from recollec- 
tion. There is somebody here in the room that could tell you the 
exact size of it, if you would like to know it, I am quite sure, Mr. 
Goodwin of Richfield. 

Senator Jackson. Is this the Richfield unit ? 

Mr. Mrrcueti. That is right. 

Senator Jackson. Mr. Goodwin ? 

Mr. Goopwin. Yes. 

Senator Jackson. How large is the Swanson River unit, Mr. 
Goodwin ? 

Mr. Goopwin. I am not certain. It is somewhere between 65,000 
and 70,000 acres. 

Mr. Mrrcnent. Another one is Deep Creek. 

Senator Jackson. Which company or companies are involved in 
that one? 

Mr. Mircnetyi. That is Standard of California, and Richfield. 

Senator Jackson. Two companies? 

Mr. Mrrcnety. Yes. 

Senator Jackson. Do you know how big that is, the size of it? 

Mr. Mircney. Off the record here a minute. 

[After conferring:| I could furnish you that figure. 

Senator Jackson. Is there anyone here that knows? 

I guess these hearings are going on for a long time, the way we are 
starting out. I was hopeful that we would have more information 
available here. 

I suggest that you name the units, and then supply the details later 
for the record. That is about the only way we can do it. 

Deep Creek, and then what is the next one? 

Mr. Mircuetyi. Bear Creek, I believe, is the name of it. 

Senator Anperson. When these get into a unitization, those acres 
are not charged against the maximum permissible acreage, are they ¢ 

Mr. Mircuen. That is r ight. 

Senator ANprerson. Your answer does not help me. You say, 
“That is right.” 

Mr. Mircnetn. That is a correct statement. 

Senator ANpERsoN. You mean it is correct that this acreage is not 
charged against the maximum acreage they are permitted to hold ? 

Mr. Mrrcuett. That is correct, sir. 

Senator Jackson. Senator Barrett. 

Senator Barrerr. Senator Carroll asked you a moment ago if the 
Secretary had authority to charge one lessee 6 percent and another 7 
percent and another 8 percent in tl.e same unit. You did not mean 
to say that that would be possible, did you? Everybody would be 
charged the same royalty in the same unit. 

Senator Anperson. Not necessarily. 

Mr. Mrrcuety. Ordinarily, they would be charged the lease rates. 
Tf the lease rates happened to be different then there would be a dif- 
ferent charge to the different lessors. But if the lease rates were modi- 
fied by the terms of the unit agreement, I assume that all the lessors 
would pay whatever the rate was prescribed in the particular unit 
agreement. 
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Senator Anperson. Do you know of a unit where the lease rate has 
been changed ? 

Mr. Mircue.y. Several, yes, scattered all over the United States. 

Senator Anperson. Where the royalty has been changed? 

Mr. Mrrcneit. You are implying that it was necessarily a reduc- 
tion of royalty. But it might even have been an increase in the royalty. 

Senator Anperson. Do you know of a lease, then, that had different, 
varying royalties, and by consolidating them into units, you changed 
the royalty rates? 

Mr. Mrrcuety. I know several such units, yes. I could give you 
several examples. 

Senator ANperson. Upward or downward? 

Mr. Mrrcueti. Usually they are modified, royalty rates, to try 
to have a uniform rate over all the leases where your unit ties in. 

Senator Anprerson. The question was, Did you revise the royalty 
upward or downward ? 

Mr. MitcHety.. We tried to approximate the same rate, only that it 
was a single rate rather than variable rates. 

Senator Gotpwarer. Senator Anderson, I do not think he has 
answered your question yet, and I think it is one that he can answer 
quite easily. 

I know what he is trying to say, that he wants to adjust the rate so 
that it will be uniform. But was it up or down ? 

Senator Anperson. As I understand it, you take all the rates on the 
entire list and average them out. Is that about it? And you came 
out with an average royalty of 5-percent leases, 12%4-percent leases, and 
put them together, and it made an average figure of 8 or 7% or some- 
thing of that nature. Is that approximately what took place? 

Mr. Mrrcueitz. That is what we have done in a number of cases. 
We have used other systems where we have estimated reserves. 

Senator ANprrson. Production ? 

Mr. Mrrcnetu. The actual recoverable reserves, and then tried to 
figure out an average rate in which we could get the same money as 
though the royalties were paid at the lease rates. 

Senator Carrot. I also had in mind, Mr. Chairman, this question 
of, for example, as you have indicated here, just use this by way of il- 
lustration, the Swanson River unitization, a royalty fixed by regula- 
tion. Then, perhaps under Deep Creek, it might be an entirely dif- 
ferent percentage royalty rate. 

Do I state my question clearly enough? I am not saying that it is, 
but it might be, under this regulation. There is discretion given to 
the Secretary of the Interior. 

Mr. Mrrcuetu. That is already fixed by the lease terms and by the 
fact that those two unit agreements have been approved and the terms 
are fixed, so that it is in accordance with the regulations, and there 
is no way it could be changed without amending either the unit agree- 
ment or the leases. 

Senator Carrot. I was not thinking so much of the change, but the 
Swanson River project would be considered separately from Deep 
Creek, would it not? 

Mr. Mrrcne.v. It is a separate contract. That is right. 

Senator Carrot. Therefore, the Secretary of Interior might set 
the royalty at Swanson River at a different percentage than he might 
set it at Deep Creek. 
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Mr. Mircue.u. It would be possible to do that. 

Senator Carrot. That is my point. I wanted to find out what the 
discretion was in the Secretary of Interior. 

Senator Jackson. What is the rate on Swanson River, the per- 
centage ? 

Mr. Mrrcuetu. It is the same rate that somebody just read from the 
lease form or regulation. 

Senator Jackson. Five percent? 

Mr. Mircuett. For the first 10 years. 

Senator Jackson. I mean the unitization rate is not below 5 per- 
cent 

Mr. Mircnetx. No, that is right. It is the same as the leases. 

Senator Jackson. Deep Creek and Bear Creek are all the same? 

Mr. Mircuety. That is right. 

are Jackson. What are the other unitization agreements in 
effect 

Mr. Mircnety. As near as I can recall the name, the one of Colorado 
Oil & Gas Corp. is, I believe, Yakutat. 

Senator Jackson. That is on the coast. 

Mr. Mircuety. That is right. 

Senator Jackson. All right. Is there one at Wide Bay? 

Mr. Mrrcuetu. Up there at Bear Creek, I believe. 

Senator Jackson. That is Bear Creek? 

Mr. Mrrenety. Yes. 

Senator Anprrson. Do you know of any land up there that will 
not be under a unit eventually? 

Mr. Mrrcueti. That is a very peculiar question, Senator. We have 
well drilling up there that is not unitized, so I guess at least I know 
of that much. 

Senator Anperson. That is what I was trying to find out. How far 
down is it? What is the scheduled depth ? 

Mr. Mircnery. My guess is, in the neighborhood of 4,000 feet. 

Senator Anperson. How far are they going to go? 

Mr. Mrrcnetn. I have no idea. 

Senator ANDreRson. You mean the oil company started the well with- 
out any idea where it was going? 

Mr. Mrrcnert. All oil companies start wells, I guess, to try to drill 
until they get production. 

Senator Anperson. You mean they would not be limited by the 
size of the hole or anything else if they were going 15,000 feet? 

Mr. Mitrcuety. This particular well I think has been drilling over 
a period of a couple of years. 

Senator Anperson. And they are down 4,000 feet in 2 years? 

Mr. Mircueiy. That is my recollection. I just read where they 
are moving in new equipment, so maybe this new equipment will take 
them down farther than they originally anticipated. 

Senator Anperson. I just thought you might know about the area 
as to the depth. 

Senator Jackson. On this question of royalties, I take it that you 
gentlemen are not in a position to state the views of the Department. 
I note in their letter of May 10 to the committee, the Department has 
no objection to the changes on the leases except that they do call at- 
tention to the fourth- and fifth-year problem. 
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But would you advise the committee as soon as possible as to the 
views of the Department with reference to placing the royalty charges 
in Alaska on a basis comparable to that which is being charged in 
the States? In other words, I think we would like to know if there 
is any reason why they should not have uniformity both as to the 
lease charge and the royalty charge. 

Mr. Mrrcnetz. Do you mind if I make a brief statement on the 
history of the royalty, rental charges in Alaska? 

Senator Jackson. Go right ahead. 

Mr. Mrrenety. The 1920 act, of course, had that special section that 
recognized that Alaska was ina remote area, where operating expenses 
would be extremely high and weather conditions bad, so it provided 
that special rates could be provided for leasing in Alaska. 

As a result of that, between the years 1920 and 1935, they agreed 
to issue leases in which the royalty as to what they call the primary 
lease would be no royalty for the first 5 years, and 5 percent for the 
remaining life of the lease. 

Senator Anperson. At the time the act was passed in 1920, what 
was the usual royalty on leases within the limits of the continental 
United States ? 

Mr. Mrrcuety. I presume an eighth except for Government land. 

Mr. Cartan. That was a permit. It was originally set up as a per- 
mit system at that time, a prospecting permit system in 1928, which 
was ultimately to ripen into a lease, upon discovery. 

Senator Anprerson. I thought there might be some 5 percent leases 
in that period. 

Mr. Mrrcneityi. During this permit system that extended from 1920 
to 1935, a lessee was entitled to what they call a primary lease, which 

rovided for no royalty for the first 5 years, and then 5 percent royalty 

or the remaining life of the lease. And as to the secondary lease, he 
was entitled to free royalty for the first 5 years, 5 percent for the next 
5 years, and 10 percent for the next 10 years. 

Senator Barrerr. Was that provided by law? 

Mr. Mircnett. No. That was a special regulation issued pursuant 
to the provisions of that special statute, section 22. That continued 
on to 1935, and I assume everybody knows that in quite a few wells 
drilled, actually no commercial production had been established in 
Alaska. 

After the 1935 act, the regulations were revised, where we went 
from a permit system to a leasing system, and the leases to be issued 
under the 1935 act provided for a free royalty for the first 5144 years 
the royalty that was specified for the leases in the States. 

Roughly, that would be, of course, 614 percent after the first 5 years. 
That 6 was applicable to all participating acreage in a unit plan. 

So this idea of extending the benefits to unitization is not a new 
idea born in 1950. It was a carryover from the 1935 regulations, and 
even prior to that, the 1920 regulations. 

Senator Anperson. Do you not think, however, that unitization 
provisions were put in in order to make possible conservation meas- 
ures as a result of the production of oil, where they intended to cover 
the leasing of lands in the original concept ? 

Mr. Mircuett. It has always been my feeling that the answer is yes, 
based on a lot of history of the extension of permits and so on. Dur- 
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ing the thirties, certainly, it was well recognized by the Congress that 
unitization was accepted and regarded as a fine thing, prior to dis- 
covery. 

Senator Anperson. Prior to discovery. 

Mr. Mircuety. We have a lot of evidences today that it is still a fine 
thing from a conservation viewpoint. As one example of that, Sen- 
ator, I would like to cite the Rangley field in Colorado, which is one 
of the more important oil and gas reserves, which took 9 years to 
unitize, of patient negotiation. In the meantime a lot of gas was being 
blown into the air, and all during that period, there was the extreme 
doubt that perhaps we would leave a hundred million barrels of oil 
in the ground by failure to unitize. 

There have been other examples, but that is one reason I personally 
favor—and I think a great many other people do—unitization prior 
to discovery, if we want to gét the most in the way of conservation. 

senator ANnperson. But you are talking about a field that must 
have had production, or this gas would not have been wasted. I know 
that I never in the world got interested in unitization until we had 
a whole batch of wells in one area, and then the people who were 
around us who were interested in whether or not they were draining 
other structures suggested that we have a unitization agreement. 

But this business of going out and leasing the countryside and uni- 
tizing it before you know of the existence of a single drop of oil is 
a new project to me. 

There was testimony here in the hearings last July that the Colo- 
rado Oil & Gas Co., which you mentioned, in the Kenai Moose area, 
has approximately a million acres. Do you think that is about right? 

Mr. Mircne.y. I believe they have roughly 1,200,000 acres. ‘That 
is not the acreage in the unit plan. 

Senator Anperson. The Barrett bill limits the amount in a State 
that may be held by one owner, person, association, or corporation to 
46,080 acres, and 100,000 acres in Alaska. They can have 200,000 
acres more under option. 

How did they get to 1,200,000 ? 

Mr. Mircuei. Through the approval of development contracts. 

Senator Anperson. They could not have made it without unitiza- 
tion, without production, could they? Is this not merely a device to 
avoid the limitation written into the Barrett bill ? 

Mr. Mircuetn. When Congress provides you may have develop- 
ment contracts and the acreage committed thereto will not be counted, 
then I assume that it is not a device to evade, because it is done in ac- 
cordance with the law. 

Senator Anperson. You perhaps know that a Federal judge in 
New Mexico, who assisted in writing the first law, threw them out 
because he knew what the Congress meant; and I cannot help but 
feel you people know what the Congress meant. 

Mr. Mircuett. I do not follow you as to who threw whom out. 

Senator AnprErson. Judge Hatch threw out some cases in New Mex- 
ico because he was chairman of the committee when they put the re- 
vised statute in in 1935, and he knew this was not intended to be a 
loophole by which they could avoid or evade or walk around the 
maximum holding provisions. 

Do you mind, Mr. Chairman, if I read a little bit on this unitization ? 

Senator Jackson. No. Go right ahead. 
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Senator ANDERSON (reading) : 


For the purpose of more properly conserving the natural resources of any vil 
or gas pool, field, or like area * * * 

Now, you have been in the work a long time. Would you regard 
an undeveloped area with not a single producer in it as a pool? 

Mr. Mrronety. No. 

Senator Anperson. No. Thank you. [Continuing:] 

* * * is then subject to any cooperative or unit plan of development or operation, 
lessees thereof and their representatives may unite with each other, or jointly 
or separately with others, in collectively adopting and operating under a cooper- 
ative or unit plan of development or operation of such pool, field, or like 
area * * *. 

That is the purpose of unitization. You have to have production. 
It has to become a proven field before we can permit this. And yet we 
walk up in there and allow one company, Colorado Oil & Gas, to 
take 1,200,000 acres and hold it in violation of the law, by saying that 
this is a unitization procedure. And the unitization is approved by 
the Department, and they say, “Well, the Congress must have known 
what it was doing when it wrote this.” 

The Federal judge who was the chairman of the committee knew 
what he was doing when he wrote it. He did not intend and nobody 
else, as far as I know, intended that this should become a device by 
which a million acres could be held merely because it got put under 
unitization prior to production. 

I approve most thoroughly of unitization, I stanchly support it. 
I approve of giving incentives to the discovery of oil. I think it isa 
fine thing. I do not think there is anything wrong with the early work 
that was done in Alaska. But once you got oil, you were in a little 
different situation. Any man that has ever drilled knows he might go 
out into completely virgin territory and drill a well and happen to hit, 
one chance out of a hundred, a good producer. But the next week he 
cannot go to the people whose property is a mile away and say, “I 
will give you a dollar an acre that I gave for a lease on this.” 

The conditions change. And the Alaskans change, and I think it is 
regrettable that we are issuing 5-percent royalty Jeases. I am very 
happy, very delighted with the Department of Interior for its support 
on the bill that I introduced, that said to raise the rental to 50 cents. 
I commend Secretary Seaton not only for doing it, but for the prompt- 
ness with which he did it. I just wish we got the royalty up at the 
same time; that is all. I am not going to worry half as much about 
unitization agreements if we get the royalty up to what I regard as a 
decent figure, 

Senator Barrerr. Mr. Chairman ? 

Senator Jackson. Senator Barrett. 

Senator Barrett. I want to ask one question. 

Before you approve a unit agreement, you have some geological facts 
as to the structure; do you not? 

Mr. Mrrcnewi. That is right, Senator. Every unit is approved, 
gets a thorough working over in the geological survey as to what we 
aoe a logical area, as far as embracing the limits of the single pool 
or field. 

Senator ANperson. Mr. Witness, I participated as a half-partner in 
drilling 3 wells in Texas during the month of December on the finest 
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geology I ever looked at, and we brought in successfully a dry hole 
each of the last 3 days of the year. So I am right with you on this 
expert geology. You sure can tell a lot from it. ove 

enator Barrerr. You certainly do not take in the countryside into 
a unit; do you? 

Mr. Mrrcuett. It is supposed to embrace what we think might turn 
out to be the area of some oil or gas reservoir. 

Senator Barrerr. And USGS gives you their ideas as to the 
structure for the unit as proposed to be set up; is that not right? 

Mr. Mircret.. The actual procedure is for a company to propose 
an area and a great many of those proposals are redefined on the basis 
of our information. 

Senator Barrerr. Let me go back to your statement about the 
situation in Alaska. Do I understand you correctly that under the 
1920 Leasing Act, from 1920 to 1935, prospecting permits were is- 
sued in Alaska whereby the permittee would get free royalty for the 
first 5 years on one-fourth of the land in the permit ? 

Mr. Minch: That is right. 

Senator Barrerr. And pay a 5-percent royalty thereafter. 

Mr. Mrrcnety. That is right. 

Senator Barrerr. And that on the secondary part of the lease, 
secondary lease under the permit, you still get free royalty the first 
5 years and a stepped-up royalty, 5 and 10 percent ? 

Mr. Mritrcuetyi. Yes; 5 percent for the next 5 years and 10 per- 
cent for the following 10 years. 

Senator Barrerr. That was an inducement for the companies to 
go in and drill that area. 

Mr. Mitcuetu. That was bait to try to get the oil industry in- 
terested in going into Alaska. 

Senator Barrerr. And you got no production at all up until 1935, 
under that arrangement. 

Mr. Mrrevety. That is right. Or we did not get any in 1935, 
either. 

Senator Barrerr. Just to clear up one matter: We had the pros- 
pecting system here in this country also, from 1920 to 1935, and 
there was production encountered in many places over the country 
under the prospecting permits. Leases were issued not only on the 
5-percent royalty on the one-fourth or not less than 160-acre provi- 
sion, but on the graduated scale on the secondary leases, and that 
is the reason you have encountered all this difficulty about setting 
a uniform rate of royalties on unit structures, is that right, in the 
continental United States? 

Mr. Mrrcueti. I do not know whether we have encountered diffi- 
culty, but where you do pool leases having different royalty rates, 
it somewhat intereferes with effective unitization to have such varia- 
tion. Consequently, in several units where we had the different 
rates, we have worked out a flat rate which we thought would yield 
the same amount of money we would get—— 

Senator Barretr. The point I am trying to bring out, Mr. 
Mitchell, is this: that by operation of law, there was difficulty in 
setting a uniform rate in units, in the continental United States. 
But you should not have that same difficulty in Alaska, because of 
the fact that there was no variance permitted as was allowed under 
the old prospecting system. 
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Mr. Mircuetu. That is correct, Senator. 

Senator Carrotz. I want to follow that through, although I think 
you have clarified it. 

Out of all these—Swanson River, Deep Creek, Bear Creek, and 
Yakutat Bay, Colorado oil and gas—wherever there has been a pro- 
gram of unitization, the royalties are identical; are they? It is fixed 
at the discretion of the Secretary of the Interior; that is? Is it all 
5 percent ? 

r. Mrronezt. There has been no unitization in the last several 
years in which any 5-percent royalty was extended; I mean leases 
bearing a 5-percent royalty. A unit agreement ordinarily would pro- 
vide that the royalties be paid at the lease rates; namely, if you have 
a 20-year lease bearing a 5-percent royalty, generally speaking that 
lease rate, the 5-percent rate will be preserved only until the 20 years 
are up, and then by the terms of the unit agreement, that royalty is 
increased to whatever the regulations prescribe for renewal leases 
which happens to be a special step scale rate. 

That has been the policy roughly in the last 5 years. Prior to that 
time, though—you see, those 5-percent rates were extended for the 
life of the unit agreement, and that was the reason I made the earlier 
statement that we do still have some 5-percent leases outstanding. 
They are not a large number. Some are older unit agreements. 

Senator Carrotu. Are any of those older ones that are outstanding, 
in production ? 

Mr. Mitcuety. I think all of them are; yes. 

Senator Carrotit. Would you say that they are more in produc- 
tion that those that are not, under the new leases? 

Mr. Mircue.y. I am not sure I get your question, Senator. 

Senator Carroty. What I am trying to find out is, my first question 
goes back to the question of the discretion of the Secretary of the In- 
terior in fixing these percentage royalty rates. 

As I understand your previous testimony, it is identical with the 
rate that he fixed in the Swanson River and Deep Creek. Are these 
old leases, the Swanson River unitization program ? 

Mr. Mrrcueii. You mean are they old leases? 

Senator Carrot. Yes. 

Mr. Mircuetu. I believe all those were issued since 1950, for 
example. 

Senator Carroty. Having been issued since 1950, is there a differ- 
ence between the royalty rate for Swanson River and Deep Creek? 

Mr. Mircueu. No. 

Senator Carrot. They are identical? 

Mr. Mircuet.. Identical. 

Senator Carroti. And is there any difference between Deep Creek 
and Bear Creek? 

Mr. Mircuety. No. 

Senator Carrot. They are identical ? 

Mr. Mrrcuetu. Identical. 

Senator Carrot. So really, this is what I thought I understood you 
to say, that all of these programs now are identical since 1950. 

Mr. Mircuett. That is right. 

Senator Jackson. Of course, in Alaska it is a different situation, 
because you have nothing more than 5-percent leases; is that right / 
I mean as far as unitization is concerned. 
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Senator Carroti. I understand him to testify that it could be 
more than five; that the Secretary of the Interior had some discretion. 

Mr. Mrrcueti. Somebody asked me the question, whether the lease 
rates could be changed through approval of a unit agreement, and I 
answered yes. But I also pointed out that that was not the practice; 
that generally we try to get the same out of a unit agreement as we 
get out of the leases. That has not always been the fact. That may 
have been the practice for at least the last 5 years or more. 

Senator Carroti. That is what I thought I understood you to say. 

Senator Jackson. The reason I asked the question was I under- 
stood all leases up there were 5 percent, not over 5 percent. Therefore, 
it followed that unitizations would not be over 5 percent. I just 
assumed that. 

The law stipulates that it shall be not less than 5 percent, Is that 
not correct ? 

Mr. Mircnety. No. 

Senator Jackson. Can it be less than 5? 

Mr. MircHety. Yes. 

Senator Jackson. It cannot exceed 1214. 

Mr. Mrrcnetu. I pointed out here that from 1920 up until 1950, it 
was zero, 

Senator Jackson. I understand that. I am talking about now. 

Mr. Mrrcuet. The law is no different now than it was then. 

Senator Jackson. But by regulation, it is set at 5 percent. 

Mr. Mircneiyt. That is right. 

Mr. Cutr. May I ask a couple of questions ? 

Senator Jackson. Mr. Culp. 

Mr. Cutp. Is it true that in the ordinary operation of the oil 
drilling business they ordinarily do unitize before any drilling is done? 
It is an exception when drilling is done without previously putting 
together a unit; is that not right ? 

Mr. Mrrcue.y. I suppose a rough guess would be about 50-50. Ido 
not have any approximate figures. 

Mr. Cuvp. I think you said in Alaska you know of only one instance 
where there was any drilling being done which is not in an established 
unit. Is that right? 

Mr. Mrrcuety. There is 1, possibly 2. I am a little bit hazy on 
whether there is another one still drilling. I believe there have been 
two started up there without unitization. 

Mr. Cur. And it is also true that in Alaska, all of the leases up 
there—that is, that we can foresee now under the existing law—will 
be on a 5-percent rental for 10 years? That is just for clarification. 

Mr. Mircuexy. I will have to make an exception. We have one 
unit agreement, Iniskin Bay, in which that unit agreement was formed 
prior to the 1950 regulations and was based on the 1935 regulations 
as far as royalty basis is concerned. It was subsequently amended to 
have a special royalty rate, and I know that it is different from these 
other units I have been mentioning. But since it is a special rate, 
I would hesitate to say exactly what it is. I do not think there is any 
great deal of difference, but I know it is not exactly the same. 

Mr. Cutp. Is the change in the rate up or down? 

Mr. Mircuetyi. The modification upped it from what it was pre- 
viously, sir. 
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Senator Carrot. Is that area in production ? 

Mr. Mrrcuett. No. We have only one area in production in Alaska. 

Senator Carroti. What is that area? 

Mr. Mrrcue.u. That is the Swanson River. 

Mr. Cup. The term “minimum royalty” as you use it in your op- 
erations means what? As a term of art, what does minimum royalty 
mean ? 

Mr. Mrrcuetu. It is not meant to determine something payable in 
advance, since it is payable at the end of the lease year, rather than 
at the beginning, but it is only payable in the event the royalties do 
not amount to $1 per acre per year. 

Mr. Cute. That is the minimum royalty, then? 

Mr. Mircuey. That is right. 

Mr. Cutr. And what is the discovery rental ? 

Mr. Mrrcue.u. That is $1 per acre per year. 

Mr. Curr. Discovery rental is $1 per acre per year. 

Mr. Mrrcuett. I believe that is right. I have to check the regula- 
tions to be positive of that. Iam not sure. 

Mr. Cuxp. I am looking at section 17 (b), which came in in the 
1946 act, I believe, where it says: 

The minimum royalty or discovery rental under any lease that has become sub- 
ject to any cooperative or unit plan of development or operation, or other plan 
that contains a general provision for allocation of oil or gas, shall be payable 
only with respect to the lands subject to such lease to which oil or gas shall be 
allocated under such plan. 

Is it true under the provision, the $1 guaranteed royalty, as it were, 
would only apply to those specific leases within a unit which are en- 
titled to a $1 payment; in short, you cannot give the advantage of that 
royalty to others within that unit. Is that not true? 

r. Mirevexy. I do not know what you mean by giving them the 
aS vantage. But you are correct in saying that the $1 minimum roy- 
alty applies only to land which received an allocation; namely, your 
lands within a participating area. And that is a dollar an acre, as far 
as I know, in Alaska. 

Senator Jackson. We have some outside witnesses that have come 
some distance, and are anxious to testify. We have some matters 
coming up at noon in the Senate. If the Department witnesses would 
step aside now, we will call on the outside witnesses. 

First is Mr. Robert Patton, I believe representing Shell Oil. 

Mr. Patron. That is correct, Senator. 

Senator Jackson. Before you proceed, Mr. Patton, I believe Dele- 
gate Bartlett had a wire he wished to present. 

Mr. Bartietr. Yes, Mr. Chairman. 

At the request of Mr. Al Anderson, Executive Director of the Alaska 
Resource Development Board, I should like to submit a wire which 
was sent to me on this pending bill. 

Senator JACKSON. Without objection, it will be included in the 
record at this point. 

(The wire referred to is as follows :) 

JUNEAU, ALASKA, May 12, 1958. 
E. L. BARTLETT, 
New House Office Building, 
Washington, D. C.: 


In reviewing current legislative proposals on amendments to H. R. 8054 it 
appears to us that proponents of any changes must give full weight and con- 
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sideration to extraordinary costs of exploration in Alaska which confront all 
petroleum companies interested in our Territory. Tidal areas are just as im- 
portant to the development of Alaska’s petroleum resources as are so-called in- 
land navigable waters. Please convey these views to Senate committee holding 
hearings Wednesday. 
At ANDERSON, 
Executive Director, Alaska Resource Development Board. 

Senator Jackson. Mr. Patton. 

Mr. Parron. If I may take the liberty—I have been listening with 
a great deal of interest to this discussion. 

Senator Jackson. You may proceed in your own way. 

Mr. Parron. Thank you very much, sir. 


STATEMENT OF ROBERT T. PATTON, GENERAL ATTORNEY, 
SHELL OIL CO. 


Mr. Patron. Apparently, there is some misunderstanding about this 
matter of unitization. I know that the subject was discussed at great 
length at Albuquerque. I point out to you that under section 17 (b) 
of this act, the Secretary has full authority to modify any of the 
royalty, rental, or other obligations of the leases which are unitized 
with the consent of the lessees. I think those words “with the consent 
of the lessees” probably takes care of the equalization of the royalty 
provision, because nobody wants to come into a unit with a heavy 
royalty if the rest of the people in the unit are carrying a small one. 

[ just offer that because 1 thought it might clarify that particular 
point as to why the different royalty rates are leveled off. 

Senator ANperson. Are they not all alike in Alaska? 

Mr. Parron. In Alaska, presumably, they would be. I was not 
pinning that to that. 

Senator Anperson. Is that not what we are dealing with here 
today ? 

Mr. Parron. Yes, the royalty rates should, of course, be uniform in 
Alaska. 

Senator Anprerson. Well, are they not? 

Mr. Parron. I assume they are, Senator, because the statute and 
regulations are quite clear on the subject. 

Senator Carro.u. Does the record not show that they are uniform 
and have been since 1950? But I do not know whether that would be 
true prior to 1950 or not. 

Senator Jackson. Would the Department supply that information ? 
I think that question is well taken. In other words, if there are leases 
issued prior to 1950, brought in on a unitization basis, there could be 
a difference. I do not know whether that is true. Can you answer it 
now, Mr. Mitchell ? 

Mr. Mircuet.. Yes. I pointed out a minute ago that there were a 
few leases in one unit plan where the rates were a little bit different, 
but outside of that, I think they are all the same. 

Senator Jackson. Will you supply the information to the commit- 
tee, please, so that we shall have it for the record, and then there 
will Be no misunderstanding. 

Mr. Parton. Under section 17 (b) the Secretary’s powers to unitize 
are unlimited except that they require the consent of the lessees, and 
the power to change the royalty and rental rates and drilling obliga- 
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tions of the lease also requires the consent of the lessees. So that 
would account for a certain uniformity of obligations straight across 
the board, where it might not otherwise exist in the individual leases. 

Senator Carrotu. I might say, Mr. Chairman, that the purpose of 
my question is, since I am rather new in this field, I wondered whether 
the Secretary of Interior, any Seeretary, not this one alone, had exer- 
cised his discretion in equaling—and the testimony here is that since 
1950 they have all been given rather the same shake. The question of 
what they did prior to that, I think, is really the purpose of my 
question. 

Senator Jackson. He will supply that information [indicating 
Mr. Mitchell]. 

(See letter, dated May 23, 1958, p. 110.) 

Mr. Parron. This is a matter of administration, actually. 

Then, I would like to point out in connection with the question of 
rentals and royalty rates in Alaska, I would like to read into the record 
the last portion of the first paragraph of section 22 of the Mineral 
Leasing Act of 1920, which has never been changed. This is the Alaska 
oil proviso section. 

Senator AnpEerson. You mean the same one I read a minute ago? 

Mr. Parron. I do not believe it is, Senator Anderson. 

Senator Jackson. What is this; title what? 

Mr. Parron. Section 22 of the Mineral Leasing Act of 1920. Be- 
cause with the incentive background to which this refers, I think we 
can understand better why there have been lower rates in Alaska. 

Provided, That leases in Alaska * * * shall be upon such rental and royalties 
as shall be fixed by the Secretary of the Interior and specified in the lease: Pro- 
vided further, That for the purpose of encouraging the production of petroleum 
products in Alaska, the Secretary may in his discretion, waive the payment of 
any rental or royalty not exceeding the first five years of any lease. 

I wanted to point that out because I think it clarifies the administra- 
tive leeway that has been taken in offering this incentive. 

I would also like to point out in the same connection that the Ter- 
ritory of Alaska, the Alaska Legislature, passed, and it was approved 
and became law last year, what is known as the Alaska Land Act. 

Senator Carroni. Will you permit an interruption here? 

What was the date of that Mineral Leasing Act? 

Mr. Parron. February 25, 1920. 

And that section 22 has not been amended at any time. That is still 
the law today. 

Senator Jackson. Now you are referring to which, Mr. Patton? 

Mr. Patron. The Alaska Land Act. It is chapter 184, a bill that 
was approved April 6, 1957. That act was adopted by the Legislature 
of the Territory of Alaska. It was referred to just generally during 
discussion of it as the Omnibus Land Act, because it was to cover all 
phases of the Territory’s land operations, including oil and gas. 

The article dealing with oil and gas leases adopted the same incen- 
tive royalty, 5 percent for the first 10 years on a discovery lease, and 
the same incentive rental—I am throwing in the word “incentive,” but 
that is what it was for, that 25 cents an acre. 

So the people of the Territory of Alaska as represented by their 
legislators apparently thought that the 5 percent royalty on the first 10 
years, on a discovery lease, and the 25-cent rental was a pretty good 
thing, because they have got it in their own act. 


— 
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Senator Jackson. But of course, this was Federal property, and we 
are acting as trustees here, for all of the people, on this proposition. 

Mr. Patton. I realize that, Senator. . } 

Senator Jackson. And if the legislature does not realize or is not 
interested in trying to get more money for their Territory, then I am 
disappointed. : 5 ; 

I want to say further that the biggest obstacle to statehood is their 
inability to get revenue. And unless acre revenue is found for the 
Territory, it is going to be a real problem for them. I do not think 
that the action taken by the Legislature of Alaska in any wise changes 
the situation insofar as bringing the Alaska statute more in line with 
what applies in the States, particularly in the light of what has oc- 
curred in Alaska, in what everyone knows to be a great oil area. 

There is no desire here on the part of anyone to be punitive toward 
any company or any group, but our desire is to be fair to the people 
who are trying to develop the oil resources of Alaska, and at the same 
time be fair to the people who reside in Alaska who will get 90 percent, 
which applies only to Alaska, of all of the oil royalties. There is no 
other area that I know of in the States where that applies, 

Senator Anperson. Mr. Patton, do I understand that you read a sec- 
tion from a law that has been enacted by the legislature, incorporat- 
ing the very language in this act here, chapter 22? 

Mr. Parton. I read from article LX, section 2, of it, Senator. 

Senator Anperson. No, when you read a moment ago from some 
statute in Alaska, was this a bill that provides revenues and royalties ¢ 

Mr. Patron. It provides for the disposition of all of Alaskan public 
lands. It was enacted actually in anticipation of statehood. 

Senator Anperson. As I recall the statement, it would validate 
these existing laws. Do I understand you to say that if Alaska be- 
comes a State, that being on the books, the people in the State, the 
new State, could waive if they desired to, any royalty or rental for the 
first 5 years when leased ? 

Mr. Patron. They do not have the 5-year waiver. I did not make 
that point. It was the 5 percent incentive royalty for the first 10 years 
on a discovery lease. 

Senator Anperson. I thought you said the language was identical 
with what was in section 22. 

Mr. Patton. No, I did not want to give that impression, Senator. 

Senator ANperson. You do say, however, it is your testimony, that 
the people of Alaska, getting 90 percent of the royalty that would come 
to them from oil, had determined that their rovalty interests should be 
5 percent, in case we gave them several million acres of land under 
statehood ? 

Mr. Patron. As long as this Alaska Land Act in its present form 
remains in effect as the law of the Territory of Alaska, or the future 
State of Alaska, or it is assumed property was receded and transferred 
to Alaska, that would be the case. There is a 25-cent rental which 
follows the Federal pattern, and there is a 5 percent 

Senator Anperson. Follows the Federal pattern? Do you know of 
a State that has any less than 1214 percent on its State lands? 

Senator Jackson. You mean Federal. 

Mr. Parron. I mean the Federal pattern in the administration of 
the leasing act as applied to Alaska, Senator. 
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Senator Anperson. But most all the States got some land through 
~~ acts. Do they lease that for oil with a 5 percent 
royalty 

Mr. Patron. I do not know of any of the States that have a 5 per- 
cent royalty, no. 

Senator ANperson. Do you know of any State that has less than 1214 
percent royalty on public domain ? 

Mr. Parton. Not offhand. 

Senator Anperson. Off or on hand, do you know of any? 

Mr. Parron. I would have to say that I do not have the State stat- 
utes at my hand, and so I cannot answer the question except to say 
that I have never heard of a State that does. 

Senator Anperson. Therefore, the State of Alaska, if created, would 
have 40 percent of the royalty that other States had obtained from 
the leasing of their natural resources. 

Mr. Patton. They would only have it, Senator Anderson, as to the 
production from the discovery lease in a new area for a period of 10 

ears. 
: Senator Anpgerson. Well, a discovery lease can be so unitised that 
the whole of Alaska could be under it; and you recognize that fact. 

Mr. Parron. That could be done under the Federal law, but not 
under the Alaska law. 

Senator Anperson. In the hearings at Albuquerque, it was testified 
that one little oil well over at the Atlantic Ocean could pool the entire 
Atlantic Ocean. There is nothing you cannot tie into it. You are 
making a pretty strong case against Alaskan statehood, that shocks us 
a good bit. 

Mr. Patron. I do not want my good friend Bob Bartlett to leave the 
hearing feeling that way. I only brought in the Alaska Land Act, 
Senator, to show that that represents the feeling of the Alaskans as 
to an incentive. 

Senator Anperson. You brought in testimony that if we are going 
to protect the national resources of Alaska for the people of Alaska, 
maybe the Federal Congress has to do it, which is a sort of surprising 
theory. The Federal Congress is interested in trying to get 1214 
percent up there for those people. ; 

Do you believe 121% percent is an exorbitant royalty in Alaska? — 

Mr. Patron. I do not think it is an exorbitant royalty. I believe it 
is a fair royalty under most conditions, 

Senator ANpERSON. Do you believe it is a fair royalty under the 
conditions of Alaska ? 

Mr. Parron. It is not an incentive royalty, the 5 percent royalty, 
naturally. 

Senator ANnpERSON. I believe that a man would not have to know 
much to know that it is not an incentive, as much as 5 percent would 
be. But do you believe that it is a fair royalty ¢ 

Mr. Patron. I would say so, after the industry and the operators 
get rolling and production costs go down. x 

I would like to say there has been a great deal of talk, Senator, about 
a terrific oil boom in Alaska, and about its being full of oil. There 
has been just one discovery of any importance to date, the one Richfield 
made last year. ee 

Senator Anprerson. The fact that you are here today indicates that 
Shell believes that there may be some more. Is that not right? 
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Mr. Parren. Thopeso. I hopeso. 

Senator Jackson. I would say that my experience is that there is 
quite a bit of interest in Alaska. 

Mr. Parron. That is quite true. 

Senator Jackson. As far as oil is concerned, I do not think it is a 
shot in the dark. 

Mr. Parron. No. 

Senator Jackson. Go right ahead, Mr. Patton, because we are 
anxious to accommodate the witnesses who have come from out of 
town. We donot want to cut you off at all. 

Mr. Parron. There is another question that came up in that same 
connection. Then I will go on to tell my own story. 

That is this: There is nothing under the leasing act that prevents 
what I will call preunitization; that is, unitization prior to discovery, 
Senator. It is perfectly appropriate under the law. As a matter of 
fact, many structures would not be drilled if it were not for the possi- 
bility of unitizing ahead of time. That has been particularly true, if 
you will recall, off the gulf coast, where there are many combinations 
of large major companies to finance a very intensive operation. 

Senator Anperson. There may be some difference of opinion on that, 
and there may be a way we are going to get this thing up some day so 
we will have a chance to look at it. I do not believe that a piece of 
map that is marked so it might have an oil well under it is an oil 
pool, and I do not believe that you believe that, either. But I will 
not ask you to comment on that. 

Mr. Parron. The one thing I wanted to point out in connection 
with the possibility of gathering a large acreage together in Alaska 
on what I call preunitization is, that is not necessarily the evil thing 
that one might think it is, because the requirement in the lease form 
itself is that the discovery, which entitles the lease to a 5-percent in- 
centive royalty for 10 years, be made under the unit plan, so that 
after discovery you could not go out and bring in other lands to get 
the benefit of this. They have to be in the original. 

Senator Anverson. If all of the Kenai Peninsula is unitized before 
another well is brought in under the discovery well, then all of that 
would be in unitization. To be sure, they would go along and pick 
out places where they would succeed in getting wells. 

Mr. Patron. It would have to be on the same structure, Senator 
Anderson, under the Federal lease. 

Senator Anperson. It would? 

Mr. Parton. Yes, indeed. 

Senator Anperson. A known geologic structure. 

Mr. Patron. It does not even use the word “known” here. The 
provision reads— 
the first discovery of oil or gas in commercial quantities in any geologic 
structure. 

So that the incentives, the benefits we have been talking about, in the 
5-percent royalty for 10 years, only relate to that particular structure. 
And since there are other structures remaining and productive ones, 
we hope, to be drilled in Alaska, I do not believe that whatever fea- 
tures relate to a unitization up in the North, where Richfield made its 
discovery, would necessarily be a deterrent to continued opportuni- 
ties in other areas, because this is structure by structure, under the 
Federal law. 
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Senator Barrerr. Would you have any idea of the number of acres 
in the unit agreements that have been approved up there now? 

Mr. Patron. I can give you some figures, Senator Barrett, from 
the one unit we have, Bear Peek That is a total of 62,600 unitized. 
That is, the Shell-Humble unit, in Bear Creek. 

Senator Anperson. You understand, Mr. Patton, I am not opposed 
to unitization. I am not opposed to conservation. I am opposed to 
a 5-percent royalty in Alaska. And if we solve the question of 
royalty, a great many other questions might disappear. 

e had a hearing. We tried to clarify the rental situation to 
where an equivalent rental to what was paid in the continental limits 
of the United States would be paid in the Territory of Alaska. In 
connection with that hearing, there was testimony that I thought said 
just as plain as it could be said that the royalty of 1214 percent was 
the same. It was only accidentally that we discovered that there was 
a 5-percent royalty going on. And that raised rather serious 
questions. 

Mr. Patron. I was present at the same hearing, you will recall, 
and I was completely cold on it until you pointed it out. I would 
have forgotten all about it. 

Senator Anperson. I merely tried to reassure myself we were not 
going to get any unusual change of royalty. There are areas of the 
earth where the royalties are considerably more than an eighth. In 
certain areas it is a half; in one area it isa sixth. I think somewhere 
it is an eighth. That is all right in those areas. But I do think a 
5-percent royalty is a relic of much earlier days, when the discovery 
royalty was a much different question. If we had that corrected, 
I think the bill might go through. But this bill we have before us 
gives preference rights to the leasing of water areas. Those water 
areas sometimes include half the section. If you are going to give 
a man a preference right, and along with it a 25-cent rental, and 
along with it a 5-percent royalty, then we had better just take an 
awfully long look Ihefore we pass any such bill as that. And if the 
Alaska Legislature is going to be so careless of its resources as to give 
you a 5-percent royalty, then we had better take a look at what it 
might contemplate doing in the future. 

Mr. Patron. It states practically the same purpose in its Land Act 
as the Mineral Leasing Act does, and that was to encourage devel- 
opment. 

Senator Anperson. Yes. That was in 1920, which was a long, 
long time ago. 

Mr. Patron. The Alaska Land Act was 1957, just last year. 

Senator Anpgrson. Oh, the legislature’s act. That is what I am 
saying. 

Garihitae Jackson. What kind of hearings did they hold on this in 
Alaska ? 

Mr. Patror. Senator Jackson, I was present at only one of them, 
and it was an evening session at which I believe two of the commit- 
tees were present. 

Senator Jackson. The house and senate met together in a joint 
session. 

Mr. Patron. As I recall it, that was it. I did not keep notes of 
that situation. 
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Senator Jackson. Hearings for just one evening. 

Mr. Patron. That was the only one I know of. I know that the 
commissioner of lands and other Alaska officials worked hard on 
the preparation of the bill and asked the industry for suggestions, 
and we gave them some. Of course, we tried to be as helpful as we 
could in it. But I only know of that one hearing, to be frank. There 
may have been others, however. 

enator Jackson. What is the highest royalty charge in the States? 
Do you know ? 

Mr. Patron. You mean under State lands? 

Senator Jackson. Yes. 

Mr. Parton. I cannot answer that offhand, Senator. 

Senator AnpErson. Would it be one-sixth ? 

Mr. Patron. I would say in the neighborhood of one-sixth, yes. 

Senator Jackson. But there are a lot of States that charge one- 
eighth or 121% percent. 

Mr. Parron. I think many of the States have 1214 percent. 

Senator Jackson. I wonder if the Legislature of Alaska was aware 
ofthat? The only comment I would make in refutation of your using 
this Territorial statute, is that the history of State action has been 
for the States to up the Federal figure, rather than to follow the 
Federal figure. 

Senator Anderson knows more about this than I do. 

So in the case of Alaska, instead of following the lead of the States, 
wanting to become a new State, they did the opposite. They simpl 
followed the Federal provision, which of course is not in keeping with 
what the States have done. 

Mr. Patron. In response to your first question, I am sure that they 
had before them the provisions, royalty and other provisions, of at 
least all the Western States, because they asked us to furnish them 
those, and we did. 

On the second question, the second problem there, the problem of 
their following the Federal 5-percent lease, 25-cent rental, you do 
have actually the facts of life. Weare talking about a Territory that 
is quite a ways away. You have to get all your material up there by 
water. Your operating costs are tremendously heavy. Mr. Holds- 
worth, in his report to your subcommittee, dated January 3, 1958, 
pointed out that the average cost of a well, stateside, is around $250,- 
000, and that some of them cost much less, whereas, the cost of a test 
well in Alaska is $1.5 million. 

Senator Jackson. How much does it cost in the gulf offshore? 

Mr. Patron. I can tell you one well with which Shell had an ex- 
perience, I believe is $2.5 million. 

Senator Jackson. My point is that there are areas in the States 
where the figures could be higher. 

Mr. Patron. They could be. Terrain and distances are other fac- 
tors in that. 

Senator Jackson. Yes, but the operations in the gulf are running 
into a lot of money, are they not? and as you compare them with 
Alaska, they may be higher in the gulf than they are in Alaska. And 
what is the eae rate in the gulf? 

Mr. Patron. I believe it is 1624 in Louisiana. 
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Senator Jackson. So there is obviously, even though it is costing 
more per well in the gulf, there is adequate incentive where the royalty 
is as high as 16 percent. I understand it went higher. 

Mr. Patron. I would not argue that point with you, because there 
is quite a divergence of opinion on that subject, as we all know. 

Setatne Anperson. You mentioned the cost of a well in Alaska 
being $1.5 million. Then you said one down in the gulf was $2.5 
million. On your theory, the royalty in the gulf should be about 214 
percent, should it not ? 

Mr. Parron. I was not advancing a theory, Senator Anderson. I 
was just trying to set the record straight. 

Senator Anprerson. You are pointing out the explanation of the 
lower royalty in Alaska as being the cost of this discovery well. If 
that be true, then the offshore oil should go at a lower figure. And 
that confuses me, because as you may remember, I had a little inter- 
est in the so-called tidelands fight. 

Mr. Parron. Yes; I remember. 

Senator Anperson. It involved tidelands which concerned the Outer 
Continental Shelf. And the big argument that was steadily used 
was, give it to the States; they will get a higher royalty than the 
Federal Government would get. 

Now, when we talk about giving the oil of Alaska to the States, 
they are going to get a lower royalty than the Government would get. 
Does that make sense ? 

Mr. Parron. They would not get a lower royalty. 

Senator Anperson. We are not through yet. The Government 
would get 1214 percent. Don’t be too sure. 

Mr. Parron. Senator, I honestly did not come here to argue the 
royalty point. I simply wanted to point out the incentive platform 
on which the Congress in 1920 based that section 22. 

Senator Jackson. Mr. Patton, I—and maybe my colleagues would 
agree with me on this—think in the beginning, when they were first 

etting started, these incentives were fine; but we are beyond the 

ginning stage in Alaska. I think that is what concerns Senator 
Anderson and myself and some of the others. We want to be fair 
to the people that are doing a good job up there, and I think the oil 
companies have really taken the initiative and are moving in in a 
tremendous way. 

But at the same time, we want to make sure that there is a fair and 
just return to the people of Alaska, because 90 percent of the royalty 
goes to Alaska as compared with 371% percent in the States, 

Mr. Parron. No one would quarrel with that statement, Senator 
Jackson. 

Senator Anpgrson. On the rental basis, there was a discussion of 
unitization, and I have here a memorandum dated September 22, 1956, 
on this subject, which I would like to insert in the record. 

Senator Jackson. Without objection, it will be included at this 
point in the record. 








ALASKAN SUBMERGED LANDS 69 


(The memorandum referred to is as follows :) 


MEMORANDUM 
SEPTEMBER 22, 1956. 

To: Senator Clinton P. Anderson. 
From: Stewart French. 
Subject: Unitization. 

The original Mineral Leasing Act of 1920 took no cognizance of unitization 
agreements. In 1930, section 17 of the act was amended and a proviso added 
which reads as follows: 


“Provided, That any lease heretofore or hereafter issued under this Act that has 
become the subject of a cooperative or unit plan of development or operation of a 
single oil or gas pool, which plan has the approval of the Seeretary of the Interior 
as necessary or convenient in the public interest, shall continue in force beyond 
said period of 20 years until the termination of such plan :” 


It will be noted that there is no mention of exempting land covered by unitiza- 
tion agreement from the maximum acreage provision. Again in 1931, section 17 
of the act was amended, and substantially the same language regarding unitiza- 
tion was written into the new law. Again there was no provision for the exemp- 
tion of lands covered by unitization. 

However, the act of August 21, 1935 (S. 3311, 74th Cong., sponsored by Senator 
O’Mahoney, which became Public Law 297%, 74th Cong.), contained the follow- 
ing proviso to the provision authorizing the Secretary to require unitization: 


“Provided, That all leases operated under such plan approved or prescribed by 
said Secretary shall be exempted in determining holdings or control under the 
provisions of any section of this Act.” 


In his report to Chairman Robert F. Wagner of the Public Lands Committee 
on the O’Mahoney bill, Secretary Ickes had only the following to say regarding 
the unitization provision: 

“The act of March 4, 1931 (46 Stat. 1523), authorizes the Secretary of the 
Interior to approve unit plans of development and operation, and the bill adds 
a further provision requiring the Secretary of the Interior to reserve the right 
in issuing new leases to approve or prescribe cooperative or unit plans of de- 
velopment and operation for the purpose of more properly conserving the oil and 
gas resources of any field or pool. This provision will tend to encourage develop- 
ment and operation of fields under unit or cooperative plans of development and 
is believed to be in the public interest.” 

On July 6, 1946, Senator O’Mahoney introduced for himself and Senator Hatch 
a bill that became S. 1236. The O’Mahoney-Hatch bill, as amended, became 
the 1946 amendment to the mineral leasing law, and is the basic law presently 
in effect regarding unitization. The substance of the 1935 provision was restated 
as follows: 


“Provided, That all leases operated under such plan approved or prescribed by 
said Secretary shall be exempted in determining holdings or control under the 
provisions of any section of this Act.” 


Field hearings on the O’Mahoney-Hatch bill were held by a special subcommit- 
tee of the Public Lands Committee, consisting of Senators O’Mahoney, Hatch, 
Johnson of Colorado, Gurney, and Robertson. 

The Secretaries of Interior and Agriculture were asked to report on the bill. 
Oscar Chapman, as Acting Secretary, approved the exemption of lands under 
unitization, and submitted a suggested substitute bill which contained such a 
provision. Clinton P. Anderson, Secretary of Agriculture, disapproved the bill 
and recommended a substitute. In neither the report nor the substitute bill is 
the acreage exemption mentioned. 

A copy of the committee print setting forth the views of Secretary Anderson 
and of Acting Secretary Chapman is attached. 

STEWART FRENCH. 


Senator Jackson. Now would you go ahead, Mr. Patton? I want 
to say, too, if Ae are not able to get all of your matters in at this 
time, you may file a supplemental statement. 





70 ALASKAN SUBMERGED LANDS 


Mr. Patron. That is fine. I would like to give you one more cost 
figure. We have an operation in connection with Humble Oil & Re- 
fining Co., involving about 136,000 acres. It is around Wide Bay in 
Alaska. 1 will give you that one example. Our arrangement with 
Humble is that it drills three wells at its own cost in return for 
which it gets a half-interest in the acreage. 

Humble has spent to date on the first well, which is now down to 
about 11,000 feet and still going, a total of $4.5 million, and it has 
2 wells to go. 

Of course, a large part of that was for roads, in order to get into 
the place where they were going to drill. I have seen some pictures 
of it, and it is pretty rugged territory. A million and a half of that 
was for roads and access, and so forth, to get to the site and to prepare 
it. The rest of it was drilling costs and for drilling equipment, some 
of which can be salvaged when they are through, but nevertheless $4.5 
million is a pretty sizable amount of money to invest in the first well, 
which is still drilling, and with 2 more wells to go, if they do not get 
discouraged. 

Pr ga Awnperson. Of course, the Government put in 5214 percent 
of this. 

Mr. Parron. Of course, that would be true of any other well, 
Senator, we both know. 

Donat Anperson. Surely. Sometimes it foots it a little more than 
that. 

Senator Jackson. Of course, there is something about an oil 
depletion. 

r. Patron. Yes; there is something about that involved, too. 

Senator Jackson. We are going into matters that are purely 
collateral. 

Mr. Parron. I merely mentioned that because it does show the 
great costs. 

Senator Jackson. I do not think there is any question about it, that 
you run into a tremendous amount of expense, both on transportation 
and on ability to move into these remote areas. 

Mr. Parron. My principal purpose for asking to be heard here 
today was really to urge the position on behalf of my company, at 
least, that H. R. 8054 be reinstated to its previous situation, which 
would include the inland tidal waters—not the 3-mile strip which we 
dropped, as you recall, a year ago at the request of the Interior 
Department. 

enator Jackson. Mr. Patton, do you not think there is a differ- 
ence, though, between the salt-water area and the inland waters? 
People getting leases, not knowing exactly where they were situated 
inland—lakes, navigable rivers, and so on—due to the fact, as I un- 
derstand it, that surveys have not been made, that is one situation. 
They do not know where they stand. But people who have lands 
adjacent to salt water clearly understand that under the law, they 
cannot go beyond the tidal areas. 

Mr. Barton, That is quite true, Senator Jackson. But I do not 
believe that the difference is quite that clearcut, if I may say so. I 
have not been inland in Alaska, myself, so I speak only from hearsay, 
but I understand that there are a great many areas Shia the terrain 


and the marshes and lakes, and so forth, are very vague, and it has 
given them difficulties in description. 
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Senator Jackson. I understand that, and that is why that is all 
taken care of in the bill, and they are given preference under the 
amendments that we adopted here. But they certainly understood 
that they could not go beyond the high-water mark on tidal waters. 

Mr. Parron. Likewise, on the upland side, they understood that if 
there were any navigable waters in the Jands they wanted, they did 
not get that. 

Senator Jackson. But they did not know there was a difference. 
They did not know whether they were a riverbed or a lake, as I under- 
stand the problem. 

Mr. Parron. There might be situations of that kind. 

Senator Jackson. That was the testimony brought out in our hear- 
ing last week, that there is a real difference as far as equity is con- 
cerned. 

Then, when you get into the inland waters, let us be frank about it, 
how many miles does that water run out in Cook Inlet to the low- 
water mark? 

Senator Carroii. Would you say that again, please ? 

Senator Jackson. At Cook Inlet you have a 33-foot tide. 

Mr. Parron. I have a map here, if you want to look at it. 

Senator Jackson. It is one of the highest tides in the world, outside 
of the Bay of Fundy. 

How far would the water run out to the low-water mark, how many 
miles? This is part of the problem, because it will vary in bays, 
and we do not really know what we are dealing with. 

Mr, Parron. One inch is 40 miles on this map. So it would be 
roughly 80 miles from the upper end, from the land end of Cook 
Inlet, from the top of Cook Inlet above Anchorage down to whers it 
makes contact with the open sea. 

Senator Anperson. It runs all the way from Anchorage down. 

Mr. Parron. Yes; that is right. 

Senator Anperson. I would like to say, to supplement what the 
chairman said, that the chairman of this subcommittee has made a 
most sincere effort to try to get out a bill that will provide for the 
leasing of these inland waters, and he has been helped by members of 
the committee right along. But if you have to do it so that the leases 
carry a 5-percent royalty and think that bill has a chance to pass the 
Senate of the United States, then I would say you ought to be elected 
the permanent president of the Optimists. 

Mr. Parron. I told you, Senator Anderson, I cid not come here to 
argue about the 25-cent rental or the royalty. 

Senator Anperson, I believe that if the royalty was an eighth and 
the rental was 50 cents, many people here would be glad to recognize 
the rights of these folks who have gone up there and spent their money 
to have leases on this area as quickly as possible. 

Mr. Parron. I feel sure our company would accept without com- 
plaint what the Congress believes is reasonable on the basis of these 
discussions. But our principal reason for my being here is that we 
are quite frankly interested in inlets and bays. We are also interested 
in what I will call fresh-water lands. 

Senator Jackson. In the interest of getting some legislation passed, 
Mr. Patton, I think that we could leave the inland bays out, I will 
call it the salt-water area, out to the low-water mark, out of the bill 
this year, and we will go into it the first of the year, if some of us 
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are back here at that time, and we would be delighted to do it. I want 
to study it more, and I am interested in getting some legislation passed 
that really will get the show on the road, and then let us deal with 
this other problem of inland waters. 

_ There is no desire to exclude it. I want all of Alaska developed, 
and it gets into a lot of complications, as you know, on this question 
of preference, and the problem of what is an inland bay. It is an 
interminable problem, legally, and I would like a little time to go into 
it. Iam interested in getting some legislation passed and taking time 
out to do this, and to do our very best to get legislation that will be 
fair to everyone. 

Senator Barrerr. Mr. Chairman, I would like to ask Mr. Patton if 
that action would retard development. 

Mr. Parton. I genuinely feel it would, Senator Barrett. 

I do not like to use anything that looks like an implied threat to get 
up and walk out of Alaska, because we do not want to do that. But 
I do feel it would be quite a discouragement to Humble, our partner, 
who is drilling these first, three wells at its own cost, in return for this 
acreage interest, if, for instance, in Wide Bay, which I believe would 
turn out to be an inland water, if those water bottoms were not put on 
the market in some way or other. 

You will recall that in those hearings last year, I made this point, 
and it is still completely valid, as a fact of life in the oil business, and 
Senator Anderson is quite familiar with it, that geological structures 
do not stop at surface boundaries, whether they are between dry land 
and water bottoms or State or county lines, or whatnot. In order to 
secure the development of any of the structures, there should be oppor- 
tunity to follow the structures wherever they go. 

That is a very fundamental premise, Senator, as you know, in this 
business. I feel that for that reason, at least what I will call the 
inland tidal waters, which would of course be down to the low-water 
mark, where they face the open sea, but which would bring in nu- 
merous bays and inlets within the inland waters, we believe that it 
would be highly advisable in the interest of getting the development 
moving forward, to retain those salt-water bottoms, and simply on the 
premise that if the structures go out there, they should be drilled out 
there. And it is quite a deterrent to anybody that has already in- 
vested $4.5 million in the drilling of 1 well which is not yet completed 
and may invest a great deal more money, to have that opportunity 
chopped off at the water’s edge. 

Senator Anperson. Mr. Patton, may I say that I agree with you 
completely as to the desirability of letting these people go on through; 
and although in the so-called tidal lands dispute, we were on different 
sides around the table, there was one fundamental point about which 
we did not argue, and that was that these people who had in good faith 
invested their money in. State leases ought to be protected. I feel the 
same way now. I do not believe we should take advantage of some- 
body that has spent several million dollars in a bona fide attempt. 

But I say to you very sincerely today that a bill that covers the first 
part of this question can pass rather quickly, and then this committee 
could study it carefully. 

. Senator Barrett and I have cooperated on several pieces of legisla- 
tion with reference to uranium. It was not handled on a partisan 
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basis or any sort of a basis except what seemed to be necessary. If 
you have a problem here, I think Senator Jackson’s subcommittee will 
report out a good bill for you after it has had a chance to check the 
whole program. I think that is all the chairman would say, and I 
subscribe to that. 

Senator Jackson. I want to say, Mr. Patton, I think what you have 
said here merits very careful consideration by the committee. A com- 
pany that has gone in and invested a lot of money, drilling adjacent to 
the inland bay, that is a part of a geological structure, I think de- 
serves proper consideration by this committee in connection with legis- 
lation that comes out dealing with this question of inland waters. I 
certainly would be the last one to penalize anyone that had invested 
their money and made the discovery, and then let some Johnny-come- 
latelies come in and take advantage of their investment without hav- 
ing incurred that exploratory cost. I for one would certainly see to it 
that there is some equitable lagislation to take into consideration that 
very thing. 

I speak only for myself. The only question in my mind is, if we are 
going into these inland waters, then we are going to be here a long 
time, defining an inland bay and what are inland waters. This has 
been going on interminably. We went into it with the Department 
representatives, and no one knows where the lines are going to be. I 
think we ought to deal with it separately, and if I am here in January, 
I will be fair about it. 

Senator Anprerson. Do you think, Mr. Patton, that the fresh-water 
submerged lands leasing would take care of a great deal of the prob- 
lems? Some people have estimated it would take care of as much as 
90 percent of it. 

Mr. Parton. We are here today, Senator Anderson, as individual 
companies, rather than as a trade association, because we have dif- 
ferent interests and problems. I am only pointing out that Shell, 
whom I represent—I do not represent Humble, but I can speak for 
them as a partner of ours. We have interest both in the lakes and 
river areas, and also on the shoreline. I am sure there are some of 
the companies whose problems would be completely solved by simply 
covering what are called the fresh-water bottoms. But.I do point out 
that we are frankly interested in both. Our point. of immediate 
interest, of course, 1s the lands adjacent, where the leases run right 
down to the shoreline. 

Senator Jackson. You have, too, the problem of facing the open 
ocean in that area. If we are going to be consistent, I am not quite 
sure we should not give consideration to that problem, too. 

Mr. Patron. Again, I urge on behalf of my own company that we 
would like to have the bill in the form in which the Interior Depart- 
ment reported it on April 15 this year, with one thing that we think 
would only be just, and that is that leases on the salt-water bottoms 
should go up to 2,560 acres, which is what you get on the dry land; 
and when you are drilling underwater, you are spending a lot more 
money than when you are drilling on dry land. 

At that time, the Interior Department still appeared to favor the 
retention of the bays and inlets that were within the inland waters. 
It favored them when it reported on the bill as it finally passed the 
House last year. 
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You need only to refer to Report 744, in which the Under Secre- 


tary made the point that it was necessary for the development of 
Alaska. He says: 


It is very important to the future of the Territory of Alaska that some 
authority be established under which the lands lying beneath inland navigable 
waters, such as bays, estuaries, lakes, and rivers, may be leased to oil and gas. 
And he also points out—and this was a sentence which was repeated 
in the committee report: 


Parties holding leases on areas bordering inland bodies of navigable water— 
and he means to include bays and inlets— 


may, if a producing field is discovered, drain oil and gas from the water- 
covered areas. 
You will both recall that. 

At the request of the Interior Department, the Western Oil & Gas 
Association took the 3-mile belt out of its bill introduced a year ago, 
and the Department stated at that time that it had in preparation or 
was going to prepare a bill along the lines of what would be an outer 
Continental Shelf type bill to cover the 3-mile belt. hah - 

I have checked with the Interior Department, and that is still an 
active project, although I do not know whether anything is being 
done on it right now. I believe the bill was referred to Budget. 

But the point is that that bill takes care only of the 3-mile belt, 
starting at the seaward limit of the territorial waters. Your bill in 
its present form, as I understand, dropping the salt-water bottoms, 
only goes down, let us say, to the shoreline, whether it is bays, inlets, 
open ocean, or whatnot. 

Senator Jackson. To the high-water mark. 

Mr. Parron. Yes, but it only goes down to the water, anyway. 

That means that if this bill goes through without these salt-water 
bottoms in it, and the Department comes along and presents and has 
enacted its bill, which does not take care of those salt-water bottoms, 
there is going to be a gap there. 

Senator Jackson. I assure you this committee will never pass 
legislation with a gap like that. That would, of course, be ridiculous, 
and I think it would be logical to deal with the inland bays and 
waters, salt waters, I am talking about, out to the 3-mile area, all in 
1 package. I just want to give you my assurance of treating the people 
et have plowed their resources into exploratory work, fairly and 
equitably, in light of the investments that they have made, without 
any attempt to lay the foundation for a bunch of speculators to 
come in and take advantage of their investment. 

And we have in the inland water provision here recognized a 
preference, based on the premise that the people who have leased 
that area do not know where the land begins and the water ends, or 
vice versa. There is no way of knowing. ; 

Mr. Patron. Senator, my company makes no pitch for a preference 
right on salt-water bottoms. Maybe other companies would like to, 
but my company makes no such pitch for that. 

Senator Jackson. I am not making a pitch for it. I am merely 
stating what we have done in connection with the inland lakes and 
inland navigable streams. 
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Mr. Parron. It was stated that that preference on the salt-water 
bottoms was an obstacle, and I can understand it. But my company 
is not asking for that at all. 

Senator Jackson. Does that complete your statement now, Mr. 
Patton, with the stipulation that you may file a complete statement or 
a supplemental one ¢ 

Mr. Parton. Yes, I would like to file a better written statement. 
I have just not had time to prepare it. But the form of the bill 
that we would like to see is the form of the bill as reported by the 
Interior Department on April 15 of this year, with the change in 
acreage of 2,560 acres. 

Senator Jackson. I understand your position fully. We appre- 
ciate having your statement, Mr. Patton. 

Mr. Parron. Thank you. 

(The written statement referred to above is to be submitted :) 

Senator Jackson. Mr. Gordon Goodwin, representing the Rich- 
field Oil Corp. 

Senator Carroui. I would like to ask one question here, Mr. Chair- 
man, before Mr. Patton leaves. 

Is there a difference in treatment of Alaskan lands and our State 
lands, with reference to inland lakes and navigable waters? Is there 
a precedent for our own stateside leases ? 

Mr. Parron. As I understand your question, I think it can be 
answered this way—and I think history will bear me out. 

The States obtained title to these inland-water bottoms upon their 
admission to the Union. I think all the States were admitted to the 
Union prior to any oil activity in the State itself. So you do not have 
this problem arising in regard to any of the States. You have it aris- 
ing with regard to Alaska because of its Territorial status. So there 
is no precedent, because there was no problem. 

Senator Jackson. You have the same thing on tidelands. The 
Federal Government holds in trust the land between the high-water 
mark and the low-water mark. The Territory of Alaska does not own 
them. Last year we had this problem where the cities had been built 
on tide flats, and it creates a real problem. 

So we have to deal with it this way, and I think Mr. Patton is 
correct ; I do not believe there is a precedent for it. 

Mr. Patron. There was no problem because there was no oil ac- 
tivity when the States were admitted. If they have since been a 
center of oil activity, since being admitted, the States have leased the 
land under their own State laws. 

Senator Jackson. Thank you again, Mr. Patton, for your presenta- 
tion. 

Mr. Patron. Thank you, Mr. Chairman. 

Senator Jackson. Mr. Goodwin is our next witness. Please state 
your name and whom you are representing. 


STATEMENT OF GORDON A. GOODWIN, ATTORNEY, RICHFIELD 
OIL CORP. 


Mr. Goopwin. Gordon A. Goodwin. I am an attorney in the legal 
department of Richfield Oil Corp. I am appearing here for Rich- 
field. We are particularly concerned about the delay in leasing in 
Alaska. 
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Of course, we are interested in the Kenai moose range up there. We 
have a number of applications pending there, and they have been sus- 
pended for a year or so, and are still under suspension, and now this 
new suspension order suspending all leasing in Alaska slowed things 
down, and we would like to be able to do some business up there. 

We think that the bill pending before this committee is a good bill, 
and one that should be passed. 

Senator Jackson. Which bill are you talking about? 

Mr. Goopwin. The one that concerns the inland navigable waters, 
because there is a real problem there, and many of these muskeg ponds 
and lakes—we do not know whether they are navigable or not. You 
do not know whether you have a lease or whether you have not a lease 
on those areas. You go in to drill a well, and there is a lake near your 
location. You do not know whether you have got a lease or whether 
you have not. And we probably would not know until a court of last 
resort somewhere from now would determine that it was or was not a 
navigable lake. 

Therefore we think we should have that cleared up. 

There is no doubt that 5-percent royalty and the 25-percent rental 
furnished an incentive as far as the companies were concerned to go 
into Alaska. It may be that there is no longer an incentive needed, 
and, as far as my company is concerned, we are willing to go along 
with a 50-cent rental and a one-eighth royalty. We think we can 
conduct business in Alaska on that basis. 

Senator Jackson. I am glad to hear you say that. 

Senator Anperson. I am, too. Isn’t your company the one that 
made the first development up there? Did you not bring in the first 
well, sizable well ? 

Mr. Goopwtn. The well has not really been brought in. We found 
some oil. There has been no production, never been any royalties 
paid. A second well was drilled in the area. Casing was set in the 
well, but it was never tested, and we moved the drilling rig out of the 
area because we could not get a permit to do any geophysical work to 
find which direction to go to drill the next work. So, the rig is drill- 
ing in another unit to the south side of the Moose Range at the 
present time. 

Senator Jackson. Was the first one capped ? 

Mr. Goopwtn. Yes. Production test was run on it, and it showed 
a potential of about 900 barrels a day. That is as far as it ever went. 
The well is capped. 

Senator Jackson. How deep was it? 

Mr. Goopwin. Around 11,000 feet. I don’t know where the pro- 
ducing end of it is. 

That is the extent of our statement, unless you have any questions. 

Senator Jackson. That is a very fine statement, Mr. Goodwin, and 
I just want to say, as chairman, that we want to assure you of taking 
action expeditiously on the pending bill. That is why we are meeting 
this morning. We are anxious to get it through before adjournment 
and get the legislation approved. 

Senator Carroti. Are you in there by yourselves? Do you have 
any partners? 

Mr. Goopwtn. There are two other companies there. Ohio Oil Co. 
and Union Oil Co. are interested in this Swanson River unit area 
along with Richfield. 
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Senator Jackson. Is Standard of California with you on some of 
these? I am talking now about the original. 

Mr. Goopwin. We have an arrangement with Standard of Cali- 
fornia by which we have gone in on a 50-50 deal in the Kenai Penin- 
sula, and now Standard has a 50-percent interest in the Swanson 
River unit. 

Senator Carrott. What is this suspension order you are talking 
about ¢ 

Mr. Goopwin. The Secretary of the Interior suspended all leasing 
in Alaska. 

Senator Carrot. Do you know why ? 

Senator Jackson. This is at the request of 

Senator Anperson. Now you have asked an embarrassing question. 
The Senator from New Mexico wrote him a letter with reference to 
the royalty situation, and he was kind enough to say he would like 
to consult the Congress on the matter before he went further. And 
that is why a moment ago I said I commended the Secretary of the 
Interior for approving an increase in rentals, and for his general in- 
terest in trying to'find out what the Congress wanted ‘done with 
reference to this area. 

Senator Carroiyi. I just wanted to distribute the blame on this. 
That is all. The next question I have had in mind is: What does this 
have to do with this; what is your testimony about your not being 
able to get authorization ? 

Mr. Goopwin. Well, we have pending, and have had for 2 or 3 or 
more years, applic ations for leases in the Kenai moose range, and a 
few leases were issued in there, and that is where the discovery was 
made. But, shortly after that time, the Secretary suspended all 
leasing in the moose range, and he conducted some hearings in that 
regard, and he has never lifted it yet, that suspension, and now we 
are having a new suspension on top of that which covers all leasing in 
Alaska. So we have not been able to do much business up there except 
to a very limited extent. 

Senator Anperson. Mr. Goodwin, insofar as I may be in any way 
responsible for it, I hope with you that a bill will be passed very 
promptly that will straighten this situation out, and I believe it will be. 

Mr. Goopwin. Thank you, Senator Anderson. We hope so, too. 

Senator Jackson. Thank you very much, Mr. Goodwin. 

We have one more witness, Mr. Max Barash, and I believe his part- 
ner, Lewis E. Hoffman. 

Mr. Barasu. I believe Mr. Hoffman wanted to talk first. 

Senator Jackson. Will you both come up here, because we are run- 
ning short on time, or all of you? 

Mr. Barash? 


STATEMENT OF MAX BARASH, ACCOMPANIED BY LEWIS E. HOFF- 
MAN, REPRESENTING MICHEL HALBOUTY, INC., OF HOUSTON, 
TEX., AND OTHERS 





Mr. Barasu. Mr. Chairman, I should like to address myself to the 
proposal to increase the rental on future oil and gas leases issued in 
Alaska. 


338965—59——__6 
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Senator Jackson. First of all, fully identify yourself and whom 
you are representing. 

Mr. Barasu. Mr. Hoffman and I are representing Michel Halbouty, 
Inc., of Houston, Tex.; Skyline Oil Co., of Salt Lake City; Global 
Enterprises, of Denver, Colo. 

In the first place, I believe this increase in rentals on oil and gas 
leases is unwarranted and without justification, for reasons which I 
will advance shortly. 

In the second place, I believe it is morally wrong and a breach of 
faith for the Congress or the Department of the Interior to increase 
rentals in those cases in which oil and gas lease offers have been pend- 
ing in the Bureau of Land Management for some time. 

irst with regard to the general proposition of increasing rentals 
in Alaska, it is important to recall that Alaska was singled out for 
special treatment in the matter of rentals and royalties, as Mr. Patton 
has previously testified, as far back as February 25, 1920, when the 
1920 Mineral Leasing Act became law. 

Section 22 of that act, which may be found in title 30, United States 
Code, section 251, provides in pertinent part that— 

For the purpose of encouraging the production of petroleum products in Alaska, 
the Secetary may, in his discretion, waive the payment of any rental or royalty 
not exceeding the first 5 years of any lease. 

Despite the fact that for the last 38 years, Mr. Chairman, the Depart- 
ment of the Interior has sought to encourage oil and gas development 
in Alaska, by providing for lower rental and royalty payments, the 
plain truth is that untold millions of dollars were spent in unsuccessful 
drilling operations in Alaska before Richfield Oil Corp brought in the 
first producing well on the Kenai Peninsula a year or two ago. 

Does the fact that Richfield has, I believe, two wells now, capable 
of production on the Kenai Peninsula, warrant a general increase in 
rentals over the rest of the vast area of Alaska? I hardly think so. 

Since the Richfield discovery, a half-dozen expensive dry holes have 
been drilled in Alaska, and it is entirely possible that many more mil- 
lions of dollars will be spent before another equally good discovery— 
well is drilled. 

We recognize, of course, that rentals probably constitute a small 
part of the total cost of operating in Alaska. Wovertioalen the re- 
duced rental has been an important factor in the tremendous interest 
engendered in Alaska by virtue of the Richfield discovery. Millions of 
of acres are being sought in Alaska under the 25-cent rental which may 
not be sought aside the 50-cent-per-acre rental, 

One discovery in Alaska should not prompt the Congress to increase 
the rental base. 

I think it is far more important for the Congress to continue to 
encourage exploratory drilling in Alaska by maintaining the present 
low rental and royalty. 

With regard to those who have oil and gas lease offers pending in 
Alaska it is, I feel, a breach of faith for either the Congress or the 
Department to increase the rentals. In filing these lease offers, the 
applicants acted under the rules and regulations promulgated by the 
Department which are presently in force and effect. The form of oil 
wat gas lease offers was prepared by the Department of the Interior, 
and a copy hereof is annexed to the statement which I will submit 
for your attention. May I give thisto you? 
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Senator Jackson. We will file it, because we do not want to have it 
printed in the record, I do not believe. 

Mr. Barasn. Please note that the lease terms are on the reverse side 
of this offer, and that the rentals and royalties therein prescribed in 
section 2D are the low rentals and royalties provided by the existing 
regulations. 

When applicants file their lease offers on forms prescribed by the 
Department of the Interior, they have a right to expect that the rules 
of the game will not be changed in the middle of the game. 

Senator Jackson. I heard that before. 

Mr. Barasu. These applicants have submitted rentals with their 
lease offers and, having gone to the trouble and expense of preparing 
and filing these lease offers—many of which have been pending for 
some time—they have a right to expect that the Department will do 
what it has in effect promised to do when it accepted the lease offers 
and the rentals which accompanied them. 

I sincerely hope that this committee will give this matter of rental 
the careful consideration it deserves. As a very minimum, whatever 
may be done with respect to rentals on future oil and gas lease offers, 
I certainly think that the rights of the present lessors that have been 
pending in the Bureau of Land Management for some time should be 
protected. 

Senator Jackson. Mr. Barash, is it not true that these applications 
sometimes are pending for years? 

Mr. Barasu. That is true. 

Senator Jackson. And would you mean to say that Congress should 
not have the right legally, morally, or in any other way to change it, 
just because a fellow has leases, goes in and files application for a 
whole bunch of them ? 

Let us talk about the morality. There is no question about the law. 

Mr. Barasu. Well, Senator Jackson, there is no question that the 
Congress or the Department of the Interior can change the rules of 
the game in the middle of the game, legally. There is no question 
about that. 

Senator Jackson. That is right, and you are dealing with a Gov- 
ernment entity that is acting as a trustee for the people and not an 
ordinary business transaction. 

Mr. Barasn. Yes, sir. 

Senator Jackson. And the people who apply know full well that 
this is all subject to change, not oily by the Conirens but by the De- 
partment. The Department can change the regulations. 

Mr. Barasn. Yes, sir; the Department can. But the Department 
is acting under the sanction of Congress, and when the Department 
acts in promulgating 

Senator Jackson. It is exercising its discretion. 

Mr. Barasn. But when the Department promulgates rules and regu- 
lations governing the payment of rentals and royalties, then we expect 
the Department to adhere to its own regulations. And when appli- 
cants have thrown in, as for example some of the clients we represent 
may have filed for a hundred thousand acres, and they have budgeted 
themselves so as to pay rental on the basis of 25 cents an acre, 
I think it absolutely unfair for the Department to go back a year or 
two later after it has accepted thees rentals and say, “You have got 
to pay us another $25,000 in rentals.” 








80 ALASKAN SUBMERGED LANDS 





I think that is unfair to the small, independent operator. 

The major oil companies may have no objection to paying another 
$25,000, but the small independent operator has a great deal of objec- 
tion, and I think it is the small independent operator who ought to 
be protected—so far, at least, as their pending lease offers. 

Senator Jackson. I think the public interest should be protected 
first, and I do not want to do anything to hurt the small independent 
operator, but I am not so sure that they are hurt because they know 
or should know that the regulation can be changed. Congress can also 
change the law, and they also know that the rates in Alaska are most 
unusual. And I am not so sure they are as naive as they are being 
presented here today, based on what little I know about Alaska. 

Mr. Barasu. Senator, Alaska is still a frontier if I may say so. The 
fact that Richfield has made one discovery up there does not mean 
there are going to be a great many other discoveries. <A great deal 
of one will be spent up there before another good discovery is 
made. 

Senator Jackson. You independents are all going into the States 
and operating, and they are paying them a much higher rate? 

Mr. Barasu. Yes, sir. 

Senator Jackson. That does not deter them, does it ? 

Mr. Barasu. But when you send a geological crew up to Alaska, 
you are spending about three times as much money as you are spend- 
ing if you send the same geological party into any State of the Union. 
There is a great difference. 

Senator Jackson. Are the independents going out into the gulf? 

Mr. BarasH. No, sir. Well, some of the larger independents are. 
The smaller independents just cannot afford to do it. You have an 
entirely different situation in the gulf than you have in Alaska. 

Senator Jackson. What do you mean? 

Mr. Barasu. I mean you are operating on dry land in Alaska. You 
are not operating in the gulf. 

Senator Jackson. There are a lot of lakes up there they tell me. 
Have you been to Alaska? 

Mr. Barasu. No, sir. I have not had the pleasure. 

Senator Jackson. Well, you look at it from the air, and you will 
see a lot of water inland. That is what part of the problem is here. 

Mr. Barasu. The Kenai Peninsula, of course, where the first dis- 
covery was made, is dry land. Nevertheless it has been testified here 
today by Mr. Patton that Humble spent $4.5 million to drill that 1 
well. You have a different situation in the gulf because in the Gulf 
of Mexico, you have the proven salt domes that extend out from 
Louisiana. You have an entirely different situation than you have 
up in Alaska. 

Senator Jackson. Does that complete your statement ? 

Mr. Barasu. Thank you, yes. 

Senator Jackson. Any questions? 

Senator CarrotL. Yes. I would like to ask some questions. I would 
like to hear a little bit more in the record here. 

I think that there is a point here that could be developed. 

For example, Humble Oil Co. is one of the largest domestic pro- 
ducers in the country. I think I am correct in that. 
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That some independents have banded together to go up and take 
advantage of a situation that exists in Alaska, had not occurred to 
me before until you made this presentation. Of course we want to 
get revenue for the people of Alaska. But I want just very briefly 
to know how long has your application been pending ? 

Mr. Barasu. Since January of 1958. 

Senator Carrotu. You represent three different groups, do you? 

Mr. Barasu. Yes. 

Senator Carroty. Give me some idea about the financial strength 
of these groups. 

Mr. Barasu. Senator Carroll, I am sorry that I cannot. I know 
that Michel Habouty. Inc., is a very substantial company. 

Senator Carroity. How substantial? Humble Oil is about a $3 
billion subsidiary of Standard of New Jersey, I believe. How big is 
this Oklahoma group ? 

Mr. Barasu. These are very small in comparison with Humble. 

Serator Carroti. Give me some idea. Are they $10 million? Do 
you have any evidence on that? 

Mr. Barasn. I do not really know. 

Senator Carroti. Can you give some other corporation that is in- 
volved in this now, some independent oil company ? 

Mr. Barasn. There are a great many independents that have ap- 
plications pending. 

Senator Carrot. How many do you represent? I would like to 
have something in the record. 

Mr. Barasu. We will be glad to furnish that. 

Senator Carroiy. I think it would be very important to you to 
find out whether we are talking about—really now regarding this 
discussion of the majors and the independents, some of the independ- 
ents in Texas are pretty big people. 

Mr. Barasn. Yes. That is true. 

Senator Carroti. As I found out in my political campaign. 

And really the majors that sometimes we use as a whipping boy 
are not such bad actors in that respect. 

But I think it would be a pretty good thing, because if I may say 
it to the chairman, that is a point I would like to consider carefully. 
I want to find out how small the independents are, and I want to 
know really what you have put out to make this survey, what it has 
cost you and what it will mean to you. And I should think an oppor- 
tunity ought to be presented in the record. I want to know. 

What is this Denver group you are talking about? 

Mr. Barasn. We will be glad to submit it for the record, Senator. 

Senator Carrott. What is this Denver corporation ? 

Mr. Barasu. Global Enterprises, Inc. ? 

Senator Carroti. Who are they ? 

Mr. Horrman. Ray Thompson is the president of it. They are a 
firm of geologists and engineers. I did not mean to interrupt—but 
they went up to Alaska some 4 years ago to make a survey for major 
companies as well as for independents, for lands which they thought 
had promise of prospective value for operating in Alaska. And they 
gathered this group. 

Halbouty is a geologist, the author of Spindle Top. Spindle Top 
is one of the largest wells in the world, in Texas. He has made a 
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study about it, wrote a book about it, and he is a very famous geolo- 
- and he has means. I do not know what they are but we can 
out. 

Senator Carroiu. Let us find out what their means are. 

Mr. Horrman. They run into the millions. He is one of the richest 
men in Texas, and he got interested in Alaska, and he financed this 
deal, and the others along with him of lesser means were interested, 
and they sort of pooled their resources with the intention of drilling 
in two areas, Cook Inlet and Kachemak. In my letter to Senator 
Jackson of April 23 I set out the area and what their interests are. 

I am not interested in rentals nor in royalties. 

Senator Jackson. You have been in the Department before. You 
are not interested but the committee is. 

Mr. Horrman. I say I am not interested in the rentals and royalties 
in this discussion, because this whole change of atmosphere of the 
bill and leaving out inland bays, inland navigable waters and base, 
is a surprise to me. I was not present at your last meeting as one is 
not permitted to be present at the executive session meeting of your 
committee, Senator Jackson, and I had no idea until last night, when 
I learned in a roundabout way, that it was the intention of the com- 
mittee or the committee was considering omitting from this legisla- 
tion as it was passed in the House, the two classes of inland navi- 
gable waters. 

In H. R. 854 of the legislative date of July 8, 1957, as passed in the 
House, you give the two classes which you mentioned, Senator Jack- 
son: the lakes, streams, and inland waters, and the tidelands which 
would be considered under the interpretation of the definition in 
section 1 of this act, as being under the purview of this bill. 

When we heard that this was eliminated, I had no opportunity to 
consult my clients and to see what effect it would have on their large 
number of oil lease filings, running into several hundred thousand 
acres perhaps. There is over 100,000 acres of it, and they have spent 
considerable money in geological, geophysical surveys of the land, and 
in making trips to Alaska. 

Senator Jackson. When were their filings? What are the dates? 
Mr. Horrman. They filed in January and February of this year. 
Sree Jackson. So Richfield kind of stirred up some interest in 

this. 

Mr. Horrman. Undoubtedly. The fact that oil is discovered any- 
where in Alaska, those who are in the business, prospecting for oil 
and gas would go into those areas. 

Senator Jackson. The point was made that lichfield being a big 
company—is not against people because they are big. 

Mr. Horrman. I certainly am not. 

Senator Jackson. But I get a kick out of it when the oil boys start 
whi ping each other. And I was rather amused here to find out that 
Richfield is sort of condemned because they want to play fair and offer 


12% percent, go along on 1214 percent and 50 cents. Yet they are 
the ones who apparently got all these other people to rush in and file, 
in part. 

Mr. Horrman. Unquestionably so, Senator. I have no argument 
with you on that, because I am a friend of the Richfield people. 
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Senator Jackson. I just want to find out from the Department the 
number of leases—applications and leases—that were in existence and 
pending immediately prior to the Richfield discovery and what has 
occurred since. 

And the acreage, too. The acreage before and after, as well as the 
applications before and after. I think it would be kind of interesting 
as long as they are jumping on Richfield. 

Mr. HorrMan. r am not jumping on Richfield. In fact, I would 
do all I could to assist Richfield. 

Senator Jackson. I have no interest in Richfield one way or the 
other, but I am just interested in getting the facts on the table and 
finding out just what they are. 

Mr. Horrman. I am all for Richfield, because the lessees which con- 
stitute their unit plan, the owners of the leases, I represent those, so 
I am very much interested in seeing that Richfield gets a square deal 
and is permitted as soon as possible, as Senator Anderson intimated, 
to continue their operations, 

Senator Jackson. But is it not true there, Mr. Hoffman, that some- 
times the big companies help the little companies ? 

Mr. Horrman. I think they always do, and in the continental United 
States the reverse often is true. The little fellow starts operations, 
then he runs out of capital, making maybe a small discovery, has no 
money to go on, and the big companies take over for a consideration. 

Senator Carroti. That is usually the history in this country. The 
smaller people develop and gradually it is taken over. It is true in 
uranium. It is true in oil. It is pretty much true throughout history, 
a little bit different in Alaska, 

Mr. Horrman. If you will pardon a little vanity, I am a student of 
the Mineral Leasing Act and had something to do with its drafting 
back in 1920. It was not written for the big or little. It was written 
for America, and the citizens to develop its natural resources, and we 
need—there is room in this country for the operations of both. 

No one will argue that the big companies should squeeze out. little 
fellows or, on the other hand, that we should have legislation to keep 
the big fellows out. I think they are working harmoniously together 
under the Leasing Act and harmoniously with the Government. 

After. all, the Mineral Leasing Act is a partnership affair between 
Government and private capital. It is an inducement to private capi- 
tal to find a new source of supply. 

Senator Jackson. I speak only for myself, but I am not here to pe- 
nalize any of them, I just am trying to treat them all fairly, and I 
have a habit sometimes when they jump on someone else, that by in- 
stinct I take the other side immediately. I have been in a few hearings 
where we have had people kicked around a little. 

Mr. Horrman. I hope, Senator Jackson, your looking at me is not 
an intimation I am jumping on Richfield or any other company. 

Senator Jackson. No. 

Mr. Horrman. Because I am very friendly with these people and 
have worked closely with them for many, many years. 

Senator Jackson. I just wanted to make one thing clear, that it is 
not just a case of little companies and big companies going into Alaska 
and the little company being David in this business, doing it all by 
himself, but that sometimes the big companies pave the way. That is 
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why I wanted to get the facts in the record on this question of leases 
and acreages and so on, because I think we ought to be just factual 
and let the chips fall where they may. I think we all know that. 

I do not hold anything against any of you. I just wanted to fill out 
the record. That is all. 

Mr. Horrman. I want to confine my discussion to the element of 
surprise in eliminating the inland bays. I want to endorse all that 
Bob Patton of Shell has testified today. 

Senator Jackson. Before you go into that—and we are running out 
of time here—would you rather go-into the question on inland base 
and get no legislation, or would you rather that we act on the area 
we are trying to cover, expeditiously—by that I mean in the next 
week or two, I hope—and let the other matter go over, including out 
to the 3-mile limit, when we get back in January ? 

Mr. Horrman. I was very encouraged when you on your own be- 
half agreed that you would take that matter up in January and study 
it. 

Senator Jackson. I have no desire to exclude it, but we have so 
much to do around here and so many problems to deal with that we 
cannot do it properly and thoroughly, which should be done. 

Mr. Horrman. But there is one point there, I would not want it 
excluded if it is going to prejudice the applications that have been 
filed by my clients. And there is one way to protect that, if I may 
suggest it. 

We have requested the Department, we have not received any reply. 
My associate has requested the Department, rather than reject appli- 
cations which would come within the meaning of H. R. 8054, including 
inland base, to suspend acting on them until Congress has an oppor- 
tunity to enact legislation. 

Senator Jackson. Why should people be applying for leasing areas 
which they know are not subject to leasing? Why should they be 
treated differently ? 

Mr. Horrman. The bill as written in the Department and intro- 
duced in the House of Representatives by Delegate Bartlett spe- 
cifically protects not only outstanding leases, but offers and applica- 
tions for leases in these areas. 

Senator Jackson. But what difference is it going to make as far as 
inland waters are concerned? We will decide on that question when 
we get to it in January. But to turn around and make specific provi- 
sion with reference to requiring the Department to accept applications 





amie Horrman. They are accepting them, but they are rejecting 
them. 

Senator Jackson. But why should we direct them to accept them ? 
Is that not what you are suggesting? 

Mr. Horrman. No; I am not. They are accepting them. People 
can file on any land whether it is subject to the Leasing Act or not. 
But since it is known generally that legislation is pending. which 
validates offers which neither the Territory of Alaska nor the Federal 
Government have a right to issue leases on now, and since they have 
expended money in gathering acreage we ask that thev suspend action, 
not grant leases. They could not grant leases legally, but suspend 
action until the legislation is completed by being defeated or passed 
in the House and approved by the President. 
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Senator Jackson. All right, thank you very much. We appreciate 
your statements. 

Mr. Warren Lawrence, I believe? Just state your name and whom 
you represent. 


STATEMENT OF WARREN LAWRENCE, REPRESENTING THE 
STANDARD OIL COMPANY OF CALIFORNIA 


Mr. Lawrence. My name is Warren Lawrence. I represent the 
Standard Oil Company of California. 

I wish to thank the Senators for giving me an opportunity to speak. 

My company agrees with the suggestion of Senator Anderson and 
Senator Jackson that perhaps now is not the time to delay legislation, 
that our company is interested in opening up the tidelands as well 
as inland waters but we know that the press of business is so difficult 
right now, we would be willing to have the tidelands considered in 
January. 

We are favorable to a 1214-percent royalty, the same royalty as pres- 
ently found on Federal leases in the States. We are also agreeable 
to offering leases in Alaska on the same rental basis as is presently 
offered in Federal United States leases. 

That is very brief, but that is our statement. 

Senator Jackson. Well, that is a very fine statement. 

Senator Carroti. May I ask a question here ? 

What is the reason for this change in attitude? 

Mr. Lawrence. We are very eager to commence development. As 
the Senator knows, we are working on the Swanson unit with Rich- 
field. We have seismic crews standing by in the Kenai. We are 
unable to use them until we are able to obtain a permit and leases, and 
we would like to go ahead. 

Senator Carrot. That is the basis of your attitude? 

Mr. Lawrence. Yes. Have you conferred with one another on 
this prior to coming here to talk about this? I am referring now to 
Shell and Humble and Standard of California. 

Mr. Lawrence. I believe there was a meeting of the public lands 
committee of the Western Oil & Gas Association, of which Standard 
is a member and Shell is a member, to discuss this matter. There 
was not agreement by the companies, as you can see. Standard’s 
position and Richfield’s position as stated here is different than Shell’s 
position. Because of that, the Western Oil & Gas Association could 
not make a presentation. 

Senator Jackson. In the earlier hearings, they did. I do not mean 
they got together in agreement, but Mr. Patton was representing 
the Western Oil & Gas Association. At that time we had not gone 
into the question of the lease rental or the royalty. 

Mr. Lawrence. That is correct. 

Senator Carrott. Do you have any idea of the opinion of some of 
these so-called independents ? 

Mr. Lawrence. I was not present at the meeting, but you were 
present, Gordon, at that meeting ? 

Mr. Goopwin. That meeting did not discuss that. 

Mr. Lawrence. No; that is correct, Senator. Discussion at that 
meeting concerned whether the companies would want legislation 
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which dropped out the tidelands at this point; whether they felt 
that they thought that was the position they wanted the companies 
to take at this point in the legislation. rane 

Senator Carroti. My point is that there seems to be unanimity 
on the part of Shell and your corporation and Richfield. 

Senator Jackson. No. Shell is not in agreement, according to 
the testimony, Senator Carroll. 

Senator Carroti. Then we will clarify this, on the question of 
royalty and rental. Does Shell take a different position than that? 

r. Parton. If I may speak, Senator Carroll? As I stated, we 
did not come here to oppose the 50-cent rental nor to oppose the 
royalty. We might have some objections if made retroactive. 

Senator Jackson. I understood your testimony to be that you 
wanted the bill as it passed the House. 

Mr. Patron. That is right, sir. 

Senator Jackson. And that you were not accepting the commit- 
tee’s suggestion of increase on the royalty and the rentals. You were 
not going to, apparently, fight it, but—is that about right? 

Senator Carrot. I really raised the question of whether or not 
there seems to be unanimity here by the majors. I do not know 
whether you would call yourselves that or not. But I wondered 
whether there had been any conference with any of the independents. 
For example, there has been some testimony here about the Colorado 
Oil & Gas Co. Have you ever conferred with them? They have 
extensive holdings. How do they feel about this? Do you know? 

Mr. Lawrence. The only discussions I know of were in the West- 
ern Oil & Gas public land committee, and there are a great number 
of independents who are members of that association. 

Senator Carrott. Did they go on record as favoring those in- 
creases in rentals and royalties? 

Mr. Lawrence. Senator, I am sorry; I was not at that meeting, 
so I am not qualified to speak. fs 

Mr. Patton. May I speak on that subject? I was chairman of that 
committee. 

Senator Carrouu. Yes. 

Mr. Parron. At that time we knew of the suspension oraer, 
Senator Anderson’s request, pending a review of this situation. But 
we did not have any figures or anything of that sort, so that subject 
was not discussed. 

I did not want my company’s position to be understood that we do 
not want any bill if we could not get the salt-water bottoms. We are 
simply putting in our pitch to get them, if we can. We would 
rather have it as it is now than to have no bill at all. 

Senator Carrotu. I understand there is a representative here of 
the Western Oil & Gas, Mr. Rogers. Perhaps he could throw some 
pent on this question I have raised. Is there a Mr. Frank Rogers 

ere? 

Mr. Rogers. Right here. 

Senator Carroti. Mr. Rogers, you understand the nature of my 
question ? : 

Mr. Rogers, You asked whether there had been any conference with 
the independents on this question; how the independents feel about 
this testimony that has been offered here about the increase in royalty 
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and rental rates in Alaska. I do not know. It has never been dis- 
cussed with me or never discussed at any public land committee meet- 
ings I have attended. 

nator CarroLy. Thank you very much, sir. 

Senator Jackson. Thank you for a very fine statement. 

You are all in agreement on the bill; that is, the association is in 
agreement, Western Oi! & Gas Association, on the bill as it passed the 
House. 

Mr. Patron. I think we can say that. 

Senator Jackson. Well, that was the testimony last year. As 
passed by the House ? 

Mr. Patron. Yes. That was our position then. 

Senator Jackson. There is a disagreement within the association 
on the various matters that we have taken up here today. 

State your name, please. 


STATEMENT OF CLAYTON ORN, GENERAL ATTORNEY FOR 
OHIO OIL CO. 


Mr. Orn. My name is Claytor Orn. I am general attorney for 
Ohio Oil Co. I live in Findlay, Ohio. 

Senator Jackson. Are you independent, or are you just big? 

Mr. Orn. We think of ourselves as being independent. 

We were in on the discovery well, the Kenai Peninsula, and we 
have applications pending for leases which have been suspended; 
action on the applications has been suspended. Apparently they will 
remain suspended until Congress acts upon this bill. 

We are being damaged, injured considerably, by the delay. We 
are set up to go forward in Alaska, and have had considerable ex- 
penses in connection with it, and have had to suspend our operations. 

Senator Jackson. How long has this been ? 

Mr. Orn. Senator, there has been considerable delay because of the 
question of relations with reference to the moose range. 

Senator Jackson. But I did not quite understand your statement, 
Mr. Orn, whether it was because of the delay in the committee here 
or what. 

Mr. Orn. No; not at all. But what we are fearful of is that if 
some legislation is not passed there may be some considerable delay 
in acting upon the applications which we have, which in turn, of 
course, will mean somewhat a suspension of our operations in Alaska. 

I want to urge the committee to pass the best bill they can at this 
session of Congress. If the inclusion of the salt-water bottoms might 
delay the passage of the bill, then I would urge that you go ahead 
and pass as much as you can without being controversial. 

With reference to the rental, it would be about the same attitude 
there. If, in other words, to pass this bill, the rentals must be made 
the same in Alaska as they are in the continental United States, then 
we would certainly be willing to have the rentals increased on the 
applications that we have pending in Alaska. 

Vith reference to the royalty, of course, that is a considerable in- 
crease in the amount of royalty. I could not tell whether the inclu- 
sion of some bill here with reference to the changing of the royalty 
might delay it or speed it on through, nor could I say what would be 
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the effect on future development in Alaska if the royalty was raised. 
I do know that there was not much activity in Alaska until the last 
few years, and I think if the royalties are raised there will still be 
some activity in Alaska. I do not know. 

Senator Jackson. Of course, the Secretary can raise the royalty, 
anyway. 

r. Tie. Yes; he can raise the royalties, too. But the point I 
want to make is that I hope that the committee brings out the best 
bill it can, that it can get through the Congress, so that operations 
can be resumed. 

Senator Jackson. Thank you very much. 

Senator Carroiu. I an like to ask a question or two here. As 
I understand, the lease you are operating under today is about 62,000 
acres. 

Mr. Orn. I think it is a unit, Senator Carroll. 

Senator Carroti. Maybe the chairman can help me out on this, 
the expert on the committee here. 

Would any change in rental and royalty have a retroactive effect 
on your contract ? 

Mr. Orn. I do not believe it could, Senator. I do not believe they 
could change the contract that is already in existence. 

Senator Carrotu. Therefore, any change in either the rental or 
royalty rate could not change existing leasehold interests? 

Senator Carrot. Where the leases have been issued. 

Senator Carrott. Where the leases have been issued ? 

Mr. Orn. That is right. I think it could change, Senator, the appli- 
cations that are pending, and we have a number of applications that 
are pending. I think they could, as a condition of granting the appli- 
cation, increase the rental and also increase the royalty. And if it 
is done, then I think that those who have pending applications cer- 
tainly should have the right to the issuance of the leases if they pay 
the additional rents! and royalty. Those rights should be preserved. 

Senator Carrott. Thank you very much. 

Senator Jackson. Thank you very much for your statement. We 
appreciate it. 

{r. Cute. Mr. Orn, may I ask just a couple of technical questions? 

When there is a unit whip has been accepted by the Department, 
are all of the interests within that unit already leased or may it also 
include applications on which a lease has not yet been issued ? 

Mr. Orn. I think that the Department has approved some units 
where—no, I think not. I had that confused with options. I think 
the Department has approved only units where the land has been 
leased. They have included in the units land that has been optioned 
to someone else, but the leases themselves have been issued. I believe 
that is right. 

Senator Jackson. Mr. Caplan, what about that? 

Mr. Cartan. I think we should say that the unit position may in- 
clude offers as well as leases. 

Mr. Orn. I did not know that. 

Senator Jackson. I can see why there is a lot of interest in appli- 
cations. 

Mr. Cutp. If there is a unit in existence which includes applica- 
tions which have not yet ripened into leases, as it were, on which a 
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lease has not been granted, would the fact that it is included within 
a unit plan ctnohirts the increase of the rental or the royalty if we 
passed an act which asked that they be increased? Would the con- 
tract that is included in the unitization agreement preclude any in- 
creases to pending applications within that unit? 

Mr. Cartan. I do not know whether I could give a curbstone opin- 
ion on that or not. I suppose it would be dependent upon what is the 
unitization agreement itself. And probably in the unitization agree- 
ment the Government has coeninithed itself as to a certain royalty, and 
I assume that contractually they could not change it. 

Mr. Curr. So that notwithstanding the fact that the rental and 
royalty in the application might be changed either by regulation or by 
statute, there is at least a legal question as to whether it could be 
changed as to those which are included within a unit at the time the 
act was passed ? 

Mr. Capitan. Yes; if it meant the change of a unitization agree- 
ment—and I think it would mean a change in the unitization agree- 
ment. 

Senator Jackson. Thank you very much. 

Is there anyone else, prior to Delegate Bartlett, who has a statement 
to make? 

(No response. ) 

Senator Jackson. Then, Delegate Bartlett, you may proceed. But 
first, let me say that I have been holding up some people since 12: 15. 
Senator Carroll will please preside. 

Delegate Barrierr. Surely. I will not take long with my 
statement. 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE TO THE CONGRESS 
OF THE UNITED STATES FROM THE TERRITORY OF ALASKA 


Delegate Barriert. Mr. Chairman, perhaps I should first qualify 
myself by stating that I am far from being an expert on matters per- 
taining to the oil industry. But there are a few things I should like 
to state here for the record. 

In the first place, reference was made to the land bill of the 1957 
legislature. I should like to suggest that it might be useful to the 
committee to have that law of the last legislature made a part of your 
file, even if it is not placed in the record, and I think that it is worthy 
of examination, because in principle I think it is an excellent law and 
one designed to conserve the land of Alaska and to make it available 
for the benefit of all the people. 

Specifically, I do not know what persuaded the members of the 
legislature to adopt the same renta! fees, the same royalties as those 
that were prescribed in the Federal law. I had no direct association 
with this, was not at Juneau when the bill came on for hearing or for 
discussion in either chamber of the legislature. But I should say, by 
way of conjecture, that the legislature was doing what was being done 
everywhere in Alaska at that time, and here, too; namely, trying to 
provide an incentive for the importation of capital into Alaska to 
explore for oil. 

[ think it is worthy of note that at that time, 1957, we had hope, in 
respect to oil in Alaska, but we had nothing else. In Naval Petroleum 








eee a 





90 ALASKAN SUBMERGED LANDS 


Reserve No. 4 in the Arctic, the Navy had found some oil and much 
gas. It was not developed. In the Katalla field, there had been a 
small production of oil in Alaska before 1920. Aside from that, noth- 
ing had been found. 

e were greatly heartened and encouraged by the entry into the 
Territory of large and small producers. The desire was, I suspect, to 
make it as easy for them as possible. The proposition of royalties 
and rentals—rentals first—had never come into discussion in respect 
to the bill now before you until a couple of weeks ago. It was not 
considered in the House, and my understanding is that the proposition 
of royalties arose even later. 

I cannot speak for the legislature on this matter, but I should like 
to give you a personal opinion, that if in the wisdom of this commit- 
tee and of the Congress, it is determined that rentals ought to be 
doubled in Alaska, if it is determined that royalties ought to be in- 
creased from 5 percent to 121% percent in Federal law, in all probabil- 
ity the legislature would follow suit. It was patterning its action 
after Federal action in the first instance. And Fares I, and every- 
one else involved in this, Governor Stepovich, I am sure, and all 
Alaskans, would want the Territory to receive as much money as it 
might from rentals and from royalties. 

n the other hand, as I say, until very recently, less than a year, 
our problem has been that of trying to induce people to come in. 

e have one oil well. We do not mave an oilfield yet, much less an 
oil province. So, toa very considerable extent we live in hope. It is 
a hope that we confidently expect will be realized, but we are not sure 
of that. 

I want to emphasize that point, Mr. Chairman, because the Federal 
Government, the local government, the people of Alaska, have been 
trying to provide every legitimate incentive up to this time. 

I would go one step further and say that on a personal basis, so 
that Congress would not be left in any doubt at all, if H. R. 8054 is 
enacted into law and contains a 1214-percent royalty provision, I 
surely would not have any objection to that same provision being 
incorporated in any statehood bill. I do not want statehood, very 
frankly, to get bogged down in a proposition of this kind. 

Now, if you will permit me very briefly, Mr. Chairman, when the 
matter of introducing H. R. 8054 came to my attention, in those days, 
of course, it had no number, I pondered for a long time. In the first 

lace, I saw the need of legislation for and I hoped production of oil 
in these inland navigable waters. On the other hand, I certainly did 
not want to be a party to handing over any continuing administrative 
authority to the Federal Government if statehood were to come soon. 

It was a vexing problem, and one which confronts me every so often: 
mthonle you wait for statehood, or should you try to do the needful 
now 

As most generally occurs in these situations, I decided that the 
proposed legislation was meritorious. If I thought that statehood 
would surely have come in 1958, for example, I would never have in- 
troduced that bill, because I would far rather have had the State leg- 
islature handle the matter, and I am sure if it had done so, : . propri- 
ate rentals would have been charged. 

In conclusion, Mr. Chairman, let me say that I support H. R. 8054 
in the form in which it was passed by the House of Representatives. 
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If I did not, of course, I should never have sponsored it and urged on 
the other side of the Capitol its passage. 

I must join with some of those who have testified before in saying 
that part of the bill is better than no bill at all, because we do nee 
development. Again, I am perplexed by the proposition of statehood. 
But statehood has not been guaranteed to us. 

So I hope the committee will proceed to enact the very best legisla- 
tion which in its wisdom it may be advised, and if all subject matters 
treated in H. R. 8054 are not incorporated in that legislation, that 
those matters will be given very prompt attention in 1959. 

Thank you, sir. 

Senator Carroii. I might say to my friend, the Delegate from 
Alaska, that I have been reading the Session Laws of Alaska, 1957, 
from pages 437 to 450, and while they are too cumbersome to read 
into the record, perhaps we could make reference to them in the 
»)ppendix of the record so that our staff can examine them. 

There is not the slightest doubt in my mind, from reading the per- 
tinent sections, that the Legislature of Alaska will follow the laws of 
the United States, for this reason: It sets out very clearly, for ex- 
ample on page 449, section 3, the section entitled, “Conformity With 
Veders! Acts”: 


Such leases— 
and this is referring to oil and gas leases 





shall be in substantial conformity with the provisions of the Mineral Leasing 
Act of 1920 as amended, in order that Alaskan lands adjacent to United States 
lands may be operated as a unit. ‘ 

There is no doubt in my mind that whatever the Congress decides 
to do about this in the interests of Alaska will undoubtedly be fol- 
lowed. 

You would agree with that, would you not? 

Delegate Barrierr. Positively. And what you read gives us a very 
good reason as to why they acted as they did. 

Mr. Parron. Senator Carroll, could I make a statement? 

Senator Carroiu. Yes. 

Mr. Patron. That could be done without any legislative act by the 
Territory, because the 5-percent royalty is a minimum in the Alaska 
Land Act. 

Senator Carroti. Actually, the laws of Alaska, while differing here 
and there, are in substantial agreement with many State laws. It 
talks about a 1214-percent royalty, about competitive bidding, and it 
was just a question of this whole matter of rents and royalties. And 
so that I will not be misunderstood in my questioning here, whenever a 
viewpoint is presented to a committee, I think we ought to explore it. 
And where we have some agreement here that there ought to be an 
increase in the rental and royalty, I think there is also a corresponding 
duty to examine what that might do to pending applications of, we 
will call them, independents who may desire to go into that Territory 
to explore for production purposes also, and whether this would work 
a hardship on them. 

Do we know what this would mean moneywise, if we could have an 
estimate of the difference in rents ? 

Delegate Bartiert. Senator, I have been cogitating upon that for 
the last several days, ever since this matter arose, and my conclusion 
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for what it is worth is that we cannot arrive at any figure, because we 
are not sufficiently prophetic to say how many acres are under lease or 
are applied for because of the low rental. We do not know how many 
might desist from filing if the rate is doubled. 

n that connection, let me say that the only people about whom [ am 
seriously worried in this rental connection, as of now, are the Alaskans 
who have gotten together a few dollars and filed an application for 
X acres of land. They are the men who work for a living, or they 
include the small-business man, who has filed on this land in good 
faith, assuming that he is going to get it for 25 cents an acre. 

If that fellow has to pay 50 cents, I rather suspect he is being 
warned, in a sense, because something in that might be by way of an 
implied contract. 

Much as I want to see the Territory get every last penny of proceeds 
from these lands, I think we have to be fair about the whole situation. 
I do not want to be construed, Mr. Chairman, as making any statement 
against a higher rental. But that class of citizen does trouble me in 
connection with this. 

Additionally, I should like to say that it might be useful to the 
committee to have alongside the 1957 Session Laws, from which you 
quoted with particular reference to that chapter creating a Depart- 
ment of Lands, the constitution of the State-to-be of Alaska, because 
we have in that constitution a resource article of which we are mighty 
proud. We think it is excellently designed to protect the public in- 
terest through the generations to come, and might well be examined 
in connection with this-whole proposition. 

Senator Carrotu. It just occurred to me that the rental thing and 
the royalty thing—of course, they are quite different. That is the 
reason I ask about the rental. We may not be dealing in a tremen- 
dous amount of money, and the concept of rental, supposing we hold 
the rental where it is today, gives the small man of aun you speak 
perhaps a chance to participate. If he hits and produces, then let 
them all. 

Do you have any idea what this means financially in money ¢ 

Mr. Cup. Yes, roughly. Based on the time since the Richfield 
strike was made on the Kenai, the number of applications filed since 
that time have accrued to the Territory somewhere between $4 and $5 
million in revenue at 25 cents an acre. So it is a substantial figure. 

Senator Carroty. Do you mean, then, that since the strike, the ap- 
plications on file today, that they will bring in, at 25 cents an acre, 
about $5 million ? 

Mr. Cuter. Around $5 million. That is right. 

Mr. Cartan. Senator, until the leases are actually issued, the money 
is not earned. So that the rentals that Mr. Culp speaks of would not 
accrue to the Territory until the actual issuance of the leases. 

Mr. Cutr. The money is now held by the United States, pendin 
the determination of this. But the figure is roughly right, is it not? 

Mr. Carian. Approximately correct, yes. 

Senator Carrot. If they increased this, I understand the proposal 
before the committee is 50 cents an acre. Is there any other proposal 
on rent in addition to that 50 cents? 

Mr. Curr. That isthe only proposal that I know of. 

Senator Carrori. That would bring in an additional $5 million, on 
pending applications. 
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Mr. Cartan. Of course, there would be a possibility that at 50 cents 
some of these people would withdraw their applications. 

Senator Carrotu. So actually, and as I understand from these dis- 
cussions this morning, Alaska would get 90 percent of any of the reve- 
nue that comes in. 

Delegate Bartierr. That is right. 

Senator Carroiu. But on the other hand, if we changed the law and 
gave a royalty, upped the royalty to 1214 percent, of course you are 
not in production yet. It is a question here which would be the 
greatest incentive. 

Delegate Bartterr. Just one postscript, Senator, if I may. 

I sent each member of the committee, including you, of course, a day 
or so ago, a copy of a letter, a very thoughtful letter I received from a 
Mr. Miller of Anchorage, with whom I am not personally acquainted. 
He made a point which should be considered in this, I think. 

He says: 

Many of us small businessmen, wage earners, filed applications for leases long 
since, and if the Bureau of Land Management had not been understaffed, if 
they had not been deluged with these applications, those applications would 
have been processed and the leases issued long since. Are we going to be 
penalized now because of the failure of the Federal Government to man its 
offices adequately? 

I think this is a good point that ought to be considered. 

Senator Carroii. That raises a question again, if I may ask some 
member of the Department of the Interior here, as to—notwithstand- 
ing the letter that went from Senator Anderson to the Department 
of the Interior—what is the reason that they have not been issuing 
these leases ? 

Mr. Cartan. As to some of the leases on the Kenai Peninsula, those 
applications were in the Kenai Moose Range. Until new regulations 
were adopted on January 8, 1958, to protect wildlife values, those 
leases or the issuance of those leases was suspended. 

Senator Carroti. And have those regulations to protect the wild- 
life been promulgated ? 

Mr. Capitan. Yes, sir, on January 8, 19538, 

Senator Carrott. And have any leases been granted since that 
time ? 

Mr. Carian. Not on the range, because under the regulations it 
was also necessary to draft up a set of stipulations for those par- 
ticular leases which would insure the protection of the wildlife, and 
those stipulations have only just recently been completed and ap- 
proved by the Secretary. 

So it was about this time that we were about ready to begin the 
issuance of leases when the matter of rental came up. 

Senator Carrott. With reference to other parts of Alaska, are 
there other leases in other areas of Alaska that have been such that 
the failure to act upon them is attributable to lack of personnel ? 

Mr. Captian. Of course, after the Richfield strike in July of 1957, 
there was a great influx of applications over what had previously 
been filed, and the Bureau made every effort to increase its personnel 
and to divert personnel from other activities to handle this workload. 

However, it is difficult to secure experienced personnel in Alaska. 
It has only been a little less than a year since that strike has been 
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made, and we feel that we are making good progress in the issuance 
of leases. 

Senator Carroii. Then, in a sense, outside of this area which you 
first discussed, as a result of this strike and as a result of the influx, 
without casting any reflection upon the Department itself, which has 
been doing the best it could under the circumstances, one of the rea- 
sons for the failure to issue these leases has been because of the strike 
and the influx of business. 

Mr. Capitan. Certainly that would be correct, because the work- 
load piled up in a very few months after the strike. 

Senator Carrots. Is there any doubt in your mind that if there 
was an increase in rental or royalty, that would not be retroactive 
under existing leases, would it? 

Mr. Captian. Not as to executed leases. 

Senator Carrot. So if these leases were executed, they would be 
in the same category as anybody else, had it not been for this failure 
to execute the lease. Would there have been any reason why these 
leases were not executed except that there has been a rush of business ? 

Mr. Captian. That would apply to the leases except in respect to 
Kenai, and the delay there I explained to you. 

Delegate Bartierr. Mr. Chairman, I do not intend, either, to be 
critical of the Bureau of Land Management. Considering the work- 
load they have had, I think they have done a wonderful job. They 
have just not had enough people. 

Senator Carroty. I am reminded here that Senator Anderson’s 
amendment would make all applications—I will read this: 

Notwithstanding the provisions of section 5 herein, leases issued pursuant to 
applications or offers which were pending on the date of the enactment of this 
no shall be subject to not less than the minimum rental provided in this secticn 
And section 10 provides for 50 cents. 

So all of these applications would be substantially changed, even 
though—I am not speaking about efficiency; I am speaking about the 
problems with which the Department was confronted. It would ma- 
terially affect the time element. 

Mr. Carian. That is correct. 

Senator Carrotu. Are there any further questions? 

Mr. Curr. I have a couple of questions, if I may. 

Delegate Bartlett, we have discussed this chapter 184 of the Ses- 
sion Laws of Alaska, and there are a couple of points I think would 
help to make the record somewhat clear. 

I believe it is quite clear that the purpose of the conformity of this 
act with existing Federal Jaws was because much of the land of Alaska 
will remain in Federal ownership after statehood, and therefore it 
was felt necessary that they would be operated under similar laws 
that might apply to different parts of the same structure. 

Delegate Bartierr. Yes; under statehood, I think under the Sen- 
ate bill, there are about 72 percent of the lands that would remain 
under Federal ownership. 
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Mr. Curr. But even with that being true, reading now from section 
2 (a) of chapter 184 of the Session Laws, where it describes leasing 
procedure, it says: 

If the land to be leased is on a known or producing geologic structure, or one 
reasonably believed to contain such a structure, it will be offered only on a 
competitive-bonus-bid basis. 

Is is not true that this is an addition to the applicable Federal law, 
even now, in that it makes a different test as to what lands are subject 
to competitive bid? 

Delegate Bartierr. It goes much further, obviously, and to that 
extent, is helpful to the people of Alaska, to their government. 

Mr. Cuup. In addition to that, continuing in the same section, sub- 
section (b) of that section, it says: 

If the land is considered not competitive, a lease may be issued (1) for a 
period of 5 years, and as long thereafter as such oil and gas may be produced 
from the area in paying quantities; (2) require the payment of the royalty of 
not less than 12% per centum each year in the amount or value of the produc- 
tion saved, removed, or sold from the leased property, provided that a royalty 
of not less than 5 per centum for the first 10 years will be allowed the first pro- 
ducer in the new area. 

Does that not likewise set up a different test than the Federal test, 
where a 1214 percent is the maximum that can be charged on a com- 
petitive lease ¢ 

Delegate Bartierr. I do not think it could be interpreted other- 
wise. 

Mr. Cute. So in fact, the Legislature of Alaska has saved them- 
selves two very important ways to increase, as it were, the amount 
of money that they would get if the Federal law applied as written at 
the time this act was passed. 

Delegate Bartiett. I agree absolutely, Mr. Culp, and want to say 
that your reading of that language, taken in company with the other 
langauge of the act, will demonstrate, I am confident, that instead of 
being less than protective of the public interests, it is an excellent act 
and should be appraised. 

Senator Carroti. Coming back to this rental, I wonder if my fig- 
ures, are right here. Let us assume an acreage of 62,000. At 25 cents 
an acre, would that not be about $1,500? 

Mr. Capian. $15,000. 

Senator Carroti. What is running through my mind is, Alaska 
is a sort of a frontier country still, even though I am for you on the 
subject of statehood. It would seem to me that what you want is 
action in there, people leasing and moving. And this rental business 
may give you some revenue of maybe 4 or 5 million dollars additional. 

Actually, what you are interested in is production. 

Delegate Barrietr. Production is what we have to have. The ap- 
plications are well and good, but their benefits will run out before 
long if you do not have some production to go with the land that is 
leased. 

Three years ago, if you were to have taken a vote in Alaska on the 
proposition of whether the rental should be reduced from 25 cents, 
at a time when no one was in there, everyone would have been for it. 

Senator Carrotu. Do you think since this strike up there, they want 
it increased? Evidently they do not, because your legislature did not 
do it last year. 
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But you, as a representative of the people up there, how do you think 
the people feel about this? 

Delegate Barrierr. I am not equipped to say. The only corre- 
spondence I have had came oy way of a few letters, mostly from per- 
sons such as Mr. Miller. We have the expression of Mr. Al Anderson, 
who has communicated to me in a telegram, copies of which were 
made available to the committee this morning, pointing out the cost 
of prospecting and production in Alaska. 

n an attempt to answer your question, Mr. Chairman, I will merely 
restate my personal position: that is to say, I am far from convinced 
that we will have double the revenue by raising the acreage fees to 50 
cents. I may be wrong. I hope Iam. I want that to be done that 
will give the Territory the greatest amount of revenue from this oil 
industry and at the same time not to be unfair to the industry itself. I 
think we are still in a position where we have to coax. 

On the royalty, I think it is clear from the expressions of the repre- 
sentatives of the oil companies here today that they regard an increase 
as not at all out of order. After all, that increase would be based upon 
actual production. I would be much more strongly in favor of upping 
the royalties than the rentals, although, as I say, I have no overriding 
objection to that either, if in the wisdom of the committee it should 
seem the proper thing to do. 

Senator Carrott. I thank you very much. You have been very 
helpful to me. 

Is Senator Egan here? Do you care to make a comment ? 

Mr. Witi1am A. Eean (Senator designate from Alaska). Senator, 
I am just here as an interested spectator. I would like to reiterate, 
though, that I am certain, while I was not a member of the 1957 Alaska 
Legislature, as Delegate Bartlett and Mr. Culp have stated, the intent 
of the legislature was to comply, in conformity with the Federal en- 
actments in anticipation of statehood, in having the new State ready, 
particularly in the transition period, ready to take over this function 
of the distribution of the lands and the leasing proposition in the same 
manner in which it has been conducted for years and years by the 
Federal Government. 

I feel certain it was an evidence of very good faith by the Alaska 
Legislature in attempting to carry over at this time, particularly im- 
mediately after statehood, when many, many vast problems would be 
facing them. 

I think it should also be pointed out that I do not believe that any 
other State that came into the Union had this problem. I think that 
was pointed out here earlier during the course of the testimony, that 
the Legislature of the Territory of Alaska should undoubtedly be com- 
plimented by the Congress for having the foresight, in light of ex- 
periences that involved many of the States in years gone by, and at- 
tempting to alleviate the situation. 

Senator Carroty. Thank you very much for your observation. 

Is there anyone else who wants to be heard on this matter before we 
take a recess ? 

Delegate Bartierr. Just one sentence more, and then I will be 
through. 

The statehood bill reported by your committee, Mr. Chairman, pro- 
vides that the State of Alaska may never sell any of the minerals. 
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Minerals are conveyed to the State but thereafter they all must be 
leased ; so there is protection there, too. 

Senator Carroui. I have an observation here. A note has been 
handed to me that the Secretary of the Interior can increase royalties 
by his own administrative act, without legislation. The next question 
that comes is, How much can he increase it ? 

Can you answer that? 

Mr. Frencn. He can increase it up to 1214 percent, sir. 

Senator Carroiu. Actually, as a sort of a summary of my own 
thinking, we have some testimony here by the only producer in the 
area, who says he will accept an increase in royalty. 

This is something I would want to talk over with Senator Anderson 
and other members of the committee, but the rental, while it may bring 
in 2 or 3 million dollars, is a gamble. And in Alaska, frontier people 
gamble for higher stakes; they are gambling for activity in 
production. 

i can understand that perhaps Congress may want to fix as of now 
the royalty percentage that is applicable in all States. We will con- 
sider statehood and say 1214 percent, and maybe that will be a com- 
promise. I do not know. I am just speaking for myself. It is some- 
thing I want to think about. 

Does anybody want to make any other observation before we close 
this meeting? Has any person come a long distance who wants to be 
heard? We would be glad to hear you. 

(No response.) 

Senator Carrot, I hope that the independents who are here will 
put something into the record about their capitalization. I would like 
to know how small or how big they are. It would be very helpful to 
some of us in making up our minds on this question. 

There being no further witnesses, we will stand adjourned, subject 
to the further call of the Chair. 

(Thereupon, at 1:35 p. m., the subcommittee adjourned, subject to 
the further call of the Chair.) 
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TUESDAY, MAY 27, 1958 


Untrep STAtres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 
INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met pursuant to notice at 2 p. m., in room 224, 
Senate Office Building, Senator Henry M. Jackson presiding. 

Present : Senator Jackson and Senator Kuchel. 

Senator Jackson. The subcommittee will come to order. At the 
last hearing the committee had the opportunity of listening to addi- 
tional witnesses in connection with the pending bill, H. R. 8054. The 
purpose of the meeting this afternoon is to finalize the suggested draft 
changes which were made at the last meeting and in previous meet- 
ings of the subcommittee. 

The Chair will call on its counsel, Mr. Culp, to give a report on the 
section-by-section analysis of the amended bill. 

Mr. Cuxp. Section 1 of the bill includes the definition. Sub- 
paragraph (a), as the bill passed the House, described the lands 
which would be covered by this bill and included lakes, streams, 
bays, and estuaries and other bodies of inland water, both salt and 
fresh. 

The proposed amendment appearing on page 1, at line 5, changes 
the word “inland” to “nontidal.” This is for the purpose of ex- 
cluding from the operation of the bill those waters which are tidal 
in nature so that the operation of the bill would be restricted to lakes 
and streams. 

Senator Jackson. Previously we were using the language “non- 
tidal waters.” 

Mr. Cup. That has been unchanged as of this meeting. It still 
says, “beneath nontidal navigable waters.” 

Senator Jackson. Are there not some rivers where the tide runs? 

Mr. Cur. Yes, there is some provision for the rivers which is 
down later on. 

Senator Jackson. All right. 

Mr. Cute. Commencing with line 11 on page 1, there is a proposed 
amendment which states, “for the purpose of this definition,’ and 
then continuing over on page 2, at the top, “in this act streams shall 
be ‘nontidal’ at all points upstream from the land connecting the 
headlands at the mouth or mouths of such streams.” 

The purpose of that is to set an arbitrary boundary at the mouth 
of streams and include within the lands covered by the bill, lands 
beneath all streams down to the mouth regardless of how far up the 
river the tide may, in fact, exert some influence. 

99 








100 ALASKAN SUBMERGED LANDS 


Senator Jackson. In other words, you are saying that those streams 
which are affected by the tide shall come within the provisions of this 
act for the purpose of lease, even though they are tidal, the objective 
being to include all rivers and streams and in the case of some rivers, 
as I understand it, the tide may run in for miles and miles and miles. 

So, the old definition would deny the right to extend leases in that 
area and we had no intention of doing that. What we are talking about 
was the withholding at this time, pending further study by the com- 
mittee, of the leasing of submerged land or lands that were of tidal 
nature; that is, affected by the salt water. 

It happens that some of these streams are affected way inland. In 
the case of the Yukon it goes all the way up to Fairbanks, almost. 

Mr. Cuup. The parts deleted from the former section 1 (a) and (b) 
are merely to reflect the fact that salt water areas are being excluded 
from the operation of the bill. The amendment proposed on line 15 
of page 2 is, again, to reflect the exclusion of salt water. 

The same applies to page 3, line 1. The same is true of page 3, line 
18. On page 3, line 22, an amendment is inserted to give the Secretary 
the authority to survey this line across the mouth of streams as required 
by the definition. 

Senator Jackson. The Chair understands that counsel has talked 
to the people in the Department on this and they feel that the language 
is workable from their standpoint. 

Mr. Cuup. That is correct, Mr. Chairman. 

Mr. Woops. They feel they can determine by surface, where land 
begins. 

{r. Cup. That is correct. They are most anxious to have such 
a definition as this that they could put on the ground because they feel 
that the definition of tidal areas of rivers would be nearly impossible. 

The deletion of the word “inland” on page 4, line 3, is to prevent this 
act from affecting any rights, including rights over fish and game, 
which may now persist in salt water of any kind. The amendment sug- 
gested on page 4, line 14, and continuing on line 15 deletes the previous 
reference to the date of January 1, 1957. 

As the bill passed the House, no preference right would accrue to 
upland leases under the bill unless application for lease was in effect 
as of January 1, 1957. This was no doubt, most important when salt 
water areas were included but it is doubtful whether such a cutoff date 
of January 1, 1957, is necessary when it is restricted to the inland areas 
which are covered on a bracket base without any gaps in between. 

Senator Jackson. That was just an arbitrary date in any event. 

Mr. Cur. That is true. 

Senator Jackson. I could not see how we could arbitrarily go back. 

Mr. Woop. If you go back to one particular date, someone will holler 
because you did not go back to some other date. 

Mr. Curr. To leave it in now, there would be a shadow area where 
there are millions of lease acres covered by license January 1, 1957, 
where there is no law to take care of. ; 

The amendments suggested on page 4, line 16, and continuing on 
line 17, are to again reflect the exclusion of the January 1, 1957, cutoff 
date. 

On page 4, line 21, there is a suggested amendment following the 
word “field,” which reads, “on the date the application or offer for 
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any such lease was filed with the Bureau of Land Management.” This 
proposed amendment is to cure the following situation. 

As the preference section reads now, without such an amendment 
the lakes in the area where oil was struck on the Kenai, for instance, 
were not covered and could not be covered by any application up until 
the date of the act. 

Nevertheless, exploration has gone on and it is probably true that 
the Kenai area is today a known oilfield. Without such an amend- 
ment as this it could be that the owners of the upland lease in that 
area would be required to compete in bids for those lakes within the 
area that they have developed and the staff felt that it was the inten- 
tion of the committee, from what we could gather that such should 
not operate, that the preference to the lakes should be under the same 
terms as the application for the land surrounding the lake, even though 
oil may have been discovered between then and now. 

Mr. Woop. In other words, if you have a streambed, this would give 
the lessee on either side the preference right to the lease of this land 
under the streambed. 

Mr. Curr. Right. 

Mr. Woop. What do you do if you have a lessee on each side of the 
stream ? 

Mr. Cup. That is covered by the way the preference itself, is 
written; that they get only that part which is within the meets and 
bounds description of their lease application, so they could not over- 
lap as it were, because then it would mean that the descriptions would, 
in fact, overlap and in that instance you would have a conflict anyway. 

Senator Jackson. In other words, by this description they could 
stagger down the stream by 40-acre tracts. 

Mr. Curr. That is possible. The real result of that would be in 
the instance of that stream, the adjoining landowner would have the 
right to include that within his lease as it were, but include it under 
the terms as they apply to unproven oil land, when it has been proven 
to contain oil between the time applied and drilled around it and 
the time this act is passed. 

Senator Jackson. Are you saying that if he has applied, his appli- 
cation for lease is on record, in the meantime oil is discovered after he 
has filed, then he is not subject to the competitive provision ? 

Mr. Cur. Right. If oil is discovered before this act is passed, but 
after his application is filed, he would not be required to compete for 
the lease. 

Senator Jackson. That is the purpose of this. 

Mr. Cup. That is the purpose of this proposal. 

Senator Jackson. Is there any objection to that? 

Mr. Woop. I don’t see how there could be. Generally, the fellow 
who applied, has associates who have developed or proven the area. 
They probably have filed their application, 

Senator Jackson. I suppose it would not be fair to insist you wait 
until the lease is a proved one because the Department that way, could 
sit on it for a long, long time and a fellow, through no fault of his 
own, an applicant through no fault of his own, could be put in a very 
difficult position. 

Do they stamp the time when they are filed ? 
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Mr. Cuur. Yes. It is even worse than that because even though a 
lease were issued prior to this time the lease would likewise exclude 
this water, because no one can lease the water; then they would be 

uired to pay for the water. . 
his amendment incidentally, was proposed in the first instance, as 
I believe the words were proposed in the first instance, by the Rich- 
field Oil Co., directly from the chief counsel of the Richfield Oil Co. 
in a letter to this committee. 

Senator Jackson. You mean this amendment ? 

Mr. Cuxp. That is right. 

Senator Jackson. We do not care where it is from as long as it is a 
good amendment. 

Mr. Woop. It protects the person who has gone into spending the 
money to develop the area. 

Senator Jackson. Well, let us go on. 

Mr. Cute. The proposed amendment at the end of line 25 on page 
4 states, “have included within such lease or application or offer,” and 
so on. The purpose of that is to meet this situation. The previous 
languag a that someone who was entitled to a preference right was 
entitled to be issued a lease for the preferred land. 

This would change it so that he is entitled to have the preferred 
land, included within his existing lease. The reason for that is be- 
cause otherwise, you may have different exploration times, different 
lease provisions, applying to the lake in the middle of the lease and 
the land on the other side of it. 

This has been suggested by several sources as an administration 
matter to make sure that the same lease provision and termination 
on apply throughout each block of 2,560 acres or whatever they 
ap or. 

Saaine Jackson. Now, on page 5, you have an amendment. 

Mr. Cunp. Yes. The deletion appearing on lines 3 through 9 of 
page 5, has the effect of maintaining the acreage limitation in effect, 
regardless of any land leased under a preference. It also deletes any 
reference to a maximum of 640 acres beneath any single body of water 
which would be subject to preference. 

Following that deletion, there is a proposed amendment, the pur- 
pose of which is to delete or render ineffective the rubberstamp 
exclusion of lands which may be beneath navigable waters. 

This rubber-stamp exclusion applies to leases by the Bureau of Land 
Management, for the reason that they are not surveyed lands and they 
cannot actually describe the water out. 

Therefore, they put on a rubber stamp which excludes it in general 
and the lease applicant nevertheless pays the lease rental for the total 
amount. 

Senator Jackson. Why the removal of this limitation of 640 acres? 

Mr. Cup. The 640 acres, as I understand it, was originally put in 
because of the fact that they might claim land ad infinitum in a bay 
or a large body of water, whereas, in inland areas they apply in blocks 
of 2,560 acres maximum and the 640 acres did not seem too important 
because there is no place beyond the 2,560 acres that it could go any- 
way and it is still subject to the overall acreage limitation. 

Therefore, that cannot be escaped anyway. Also, a 640-acre arbi- 
trary limitation, which this is, leaves the double problem of, No. 1, 
leaving empty water space that are little holes, let us say, in larger 
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bodies of water that no one is entitled to and, therefore, you know, 
spotted around the country. 

No. 2, it leaves the administrative problem of what particular 640 
acres does one get, the difficulty of putting it on the ground. 

Senator Jackson. What is the maximum they can lease in one 
chunk? 

Mr. Cup. 2,560 acres per lease, but they can accrue leases up to the 
maximum of 100,000 acres. 

Senator Jackson. That, I understand, but I mean in one entity? 

Mr. Cup. 2,560 acres. 

Senator Jackson. Should this not be a limitation of 2,560? 

Mr. Cup. As I understand it, there is anyway, because they only 
get a preference to the outside extremity of their application and they 
cannot apply for another 2,560, so it cures itself mechanically. 

Senator Jackson. We had better put in our report that they are 
limited then, in any event, to 2,560 so there will be no misunderstand- 
ing that we are changing the law. 

Mr. Scunisse. What is the 100,000 limitation ? 

Senator Jackson. Overall limitation. 

Mr. Scunippe. Company or individual ? 

Mr. Woop. Actually, that 640-acre business would not mean any- 
thing in there, would it, because they are limited to 2,560 acres under 
the law. 

Senator Jackson. As far as inland water goes, in ascertaining a 
preference you can only extend your lease out in the water to 640 acres 
and our intent, as I uitertandt is to cover all inland waters because 
when the people apply up there for a lease, due to the fact there is no 
survey, they do not know where their area is going to be located. 

If it turned out it is in a lake or part of it is in a stream bed, it 
should be included. 

Mr. Scuniese. Would it be possible for them to lease 2,560 acres 
and have 1,500 of it under water ? 

Mr. Cur. It would be possible as this is written. 

Mr. Scunipse. So if this 640-acre limitation applied they only 
would be able to lease under water a portion of the underwater land 
that was within that 2,560 acres ? 

Mr. Cutp. That is true. 

Mr. Scunisse. Where did the 640-acre limitation originate? 

Mr. Cup. It was an arbitrary limitation that was placed in the bill 
by the drafters in the Department of the Interior as we understand 
it, and it was also supported in the committee and perhaps even sug- 
gested by the committee because when it covered salt water there was 
no end to where a preference might go. 

Senator Jackson. Let us move on here, now. 

Mr. Cutp. I will skip section 7. 

Senator Jackson. Yes; 7 is just a correction along the lines pre- 
viously indicated. 

Now, let us come to section 10. 

Mr. Cup. Section 10 is a proposed amendment in its entirety. The 
purpose and effect of section 10 would be to prevent any discrimination 
in matters of rental «* royalty between lands in Alaska and lands 
within the States. Th. practical effect of it woui'! to increase the 
lease rentals in Alaska i ©» 25 to 50 cents for the firs year and from 
25 to 50 cents for each year of years 6 through 10. 
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It would also require that the royalties which are now established 
at 5 percent in Alaska would be increased to 1214 percent, on un- 
proven land that is, the same as it is in the States. 

Senator Jackson. As I understand it, this would mean that the 
first year it would be 50 cents; the second, third are free. Then 25 
cents for fourth and fifth and then 50 cents thereafter. 

Mr. Curr. Right. 

Senator Jackson. So that actually, you have a pretty low charge 
here for the first 5 years in any event. 

Mr. Curr. The only increase is the 25 cents per acre for the first 
5 years, 

Senator Jackson. That is the net effect of it. 

Mr. Cup. Then the increase is $1.25 per acre for the last 5. 

Senator Jackson. For 5 whole years. 

Mr. Cucp. I think it should be stated for the record, Mr. Chairman, 
that under the existing law a lessee who renews his lease for the last 
5 years, must renew it in accordance with the terms and provisions 
then in effect. So no lessee, even with the lease issued, has the guar- 
anty of the same rental, royalty, or other provisions for the last 5 
years as he got in the first. 

Senator Jackson. Is that true for the States, too? 

Mr. Cur. That is true everywhere. 

Senator Jackson. So they are on notice. 

Mr. Curr. That is right. The only substantial change in what 
they might have thought they were getting would be an increase for 
the first year’s rental from 25 to 50 cents, 

Mr. Scunisse. Mr. Chairman, Senator Carroll asked me to convey 
to you his concern over the wisdom of increasing the lease rental or 
applications pending. I think it would be helpful if counsel would 
explain your position with regard to the increase in lease rental. 

Mr. Curr. I would hestitate to explain a decision since it is a policy 
decision which I am not qualified to set. 

Senator Jackson. I can answer for myself and I think I share Sena- 
tor Anderson’s views on this. As I understand this business, people 
may file application for an oil lease which may be pending for years 
and years and should we adopt a rule which in effect. would say that 
for those who have already filed or heretofore filed, and you still 
would have to put an arbitrary cutoff date because they would all 
rush in—of course, they have cutoff filings now—if we adopt a rule 
which in effect, w ould say that those who have heretofore made ap- 
lication for a lease will get their rental at half price and those who 
file thereafter at the new price, I think we get ourselves in a difficult 
position. 

I say that because the history of oil leases, as I understand it, that 
they may be pending for years and years and years without being 
acted upon, and this would mean that all that a person would have 
to do to stop future changes in legislation by Congress as to rental 
charges, would be to file application. 

He could file them all over the place. That, in effect, would with- 
hold the legislative power of the Congress to act. I think that that 
would be a very dangerons thing. T believe I speak for Senator 
Anderson’s views on that because he cited example after example 
where he personally filed on lease with some application pending. 
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Mr. Woop. I can verify that. I know we have had applications 
from people down there coming into the Federal land office for 10 
or 11 years. - 

Senator Jackson. So you see, it is an unworkable proposition. 

Mr. Scunispee. Is there heavy speculation in this land right now? 

Senator Jackson. I am fearful there may be speculation. We 
have no way of knowing. The committee does not have any informa- 
tion in this record about speculation to my knowledge. Counsel may 
have something, but the numbers in terms of applications have 
jumped. 

Mr. Cur. I may be able to give a little help on that question re- 
lating to speculations, at least something that 1s relevant to it. We 
have a letter from the Secretary of Interior, Mr. Seaton, dated May 
21,1958, which states in part: 

Since the discovery of oil in the Kenai Peninsula in Alaska on June 23, 1957, 
public interest in securing oil and gas leases in Alaska has reached unprece- 


dented heights— 

which does not show in itself, whether speculation is rampant but it 
shows that it is an unprecedented boom for oil lands in the Territory 
with everything that that implies. 

Senator Jackson. The Chair has some recollection, also, that about 
5 million acres had been applied for prior to the Richfield discovery 
and since that time, the discovery referred to by the Secretary, it has 
jumped to 28 million; 5 million to 28 million. 

There are some such figures in the record which would indicate there 
is a wild rush on for all this and if we were to put a provision in the 
bill that those individuals or companies that have applications pend- 
ing prior to the enactment of the act, would come under the old pro- 
vision of the law, then I think we would virtually exclude the heart of 
the effort here. 

Of course, where leases have been granted—there are not too many, 
I don’t know how many have been actually approved, but naturally, 
we cannot change that contract. 

Mr. Scunippse. Does the chairman feel that this increase in lease 
rental will retard oil exploration in Alaska ? 

Senator Jackson. The Chair does not think so. Of course, I must 
confess I do not have all the information, but it has not retarded it 
elsewhere and in the offshore, off the gulf coast, and so on, their rates 
are much higher, they are around 20 percent and their costs are com- 
parable in some ways to the cost in Alaska, and they are going right 
ahead. 

So I do not believe it will be a deterrent at all. If we find that 
there is something about this legislation that is undesirable in the 
public interest we can always change it, but the indications, that the 
Chair gathered from the hearings to date, is that what was desired 
more than anything else is that we get legislation through to deal with 
especially the inland area as rapidly as possible. The people who 
are going ahead with the development work are just anxious to know 
where they stand as soon as possible. 

I think that is what is in the record. We do not have to my knowl- 
edge, any evidence in the record which indicates that this increased 
rent will stop oil drilling. 1 do not know anyone who so testified. 
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Mr. Woon. If I remember the hearings we had a short time ago, 
the Shell man indicated by questioning that it would not make much 
difference to them whether the oil was 12% or 25. If rental was 25 
or 50 cents an acre they were still going ahead. 

Senator Jackson. ‘The major companies indicated they were going 
ahead. In fact, they went along with this. It may bea little hard for 
some people who undertook to lease or applied for an enormous acre- 
age, to find out that the rate has gone up, but I do not see how they 
can complain because if this were in the States, they would have to 
pey the same rate and I see no reason why they can say they are being 

urt. 

This is the thing I do not understand. They write letters saying 
they are being hurt. Now, how are they being hurt? All they have 
done is applied for a lease, they have not invested, to my knowledge. 
This has Sake no showing of investment, of money in drilling. ‘They 
have merely filled out an application for a lease. If they invested, it 
would be something else, but of course, they do not invest until they 
get a lease and on the face of it, I just do not see how they can say 


they are being hurt. 

Mr. Woop. If the lease application is withdrawn, the applicant can 
be refunded his money. 

Senator Jackson. That covers it. I think what we will do now is 
to bring it up on Tuesday. 


Mr. Frencu. There is a meeting on Thursday. 

Senator Jackson. Yes; but I will not be here. Senator Anderson 
will not be here. There will be very few members here because they 
are going to finish up tomorrow night for the Memorial Day weekend. 

I think by the time we work on the report we can expedite it and 


get it out just as fast. a 
Without objection, the Chair will present the matter to the full 


committee on Tuesday, next, for action. — 
(Whereupon, at 2:50 p. m., the hearing in the above-entitled 


matter was concluded. ) ae 
(Subsequently the following communications were placed in the 


record by the subcommittee chairman :) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 15, 1958. 
Hon. JAMES E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

Dear SENATOR Murray: There is now pending before your committee H. R. 
8054, a bill to provide for the leasing of oil and gas deposits in lands beneath 
inland navigable waters in the Territory of Alaska. H. R. 8054 is generally 
similar to S. 2242, a bill with an identical title, which is based upon an executive 
communication submitted to the President of the Senate by this Department on 
May 29, 1957. We favor the enactment of H. R. 8054, but we wish at this time 
to suggest an amendment to it. 

Section 6 of H. R. 8054 would grant certain preference rights to oil and gas 
leases on lands beneath inland navigable waters in Alaska. It provides that a 
person holding an oil and gas lease issued for public land pursuant to the 
Mineral Leasing Act which was in effect on January 1, 1957 (or an application 
or offer for such a lease which was pending on that date and subsequently 
became or becomes effective), would, if the boundaries described in that lease 
embraced any lands beneath inland waters not within any known geological 
structure of a producing oil or gas field, have a preference right to a lease, to be 
issued pursuant to H. R. 8054, covering those lands beneath inland navigable 
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waters. The only acreage limitation upon this preference right would be that no 
person would, with respect to any one lease, application, or offer, have a prefer- 
ence right to lease more than 640 acres of land beneath any single body of inland 
navigable waters. 

We drafted this provision in its present form because we thought that there 
were certain situations in Alaska in which parties had applied for leases under 
the Mineral Leasing Act and the boundaries of the leaseholds for which they 
had applied included not only dry land, but also lands beneath navigable waters. 
Naturally, to the extent that such an inclusion is based on a failure to make a 
careful study of the area or to a desire to obtain some sort of preference right to 
a lease on land beneath navigable waters, we do not believe that the party 
making it should receive particular benefits. However, we realize that in many 
cases the error has been inadvertent or that the boundaries of the leasehold 
actually embrace an area dotted with small navigable lakes. Conscious of this 
possibility, we reecommended that a preference right be granted, but we did 
impose both the 640-acre limitation and the limitation as to the date upon which 
the lease had to be effective. We were particularly conscious of the situation 
involving those large bays which would, as a result of the definition of “coast- 
line” included in section 1 of H. R. 8054, be deemed inland. We were anxious 
that persons should not be able to obtain preference rights to leaseholds because 
they had applied for lands mostly or even completely covered by such navigable 
waters. Further study has convinced us that this problem really is present 
only in the case of these large bays, and that it does not exist to any appreciable 
degree apart from tidal waters. Accordingly, we believe that it would be 
appropriate to impose the 640-acre limitation only upon preference rights to 
lands covered by tidal waters. For the same reason, we believe that the date 
“January 1, 1957,” established as the cutoff date for obtaining any preference 
right, should be retained only for rights with respect to lands covered by tidal 
waters. With other lands it would be appropriate to permit persons to obtain 
preference rights on leases, offers, and applications pending on the date of 
approval of H. R. 8054. 

Therefore, we recommend that section 6 be amended in three places. At 
page 4, line 14, the word “was” should be deleted and a comma and the words 
“with respect to lands covered by nontidal waters, is in effect on the date of 
approval of this act (or any application or offer for such a lease of such land, 
which is pending on that date and subsequently becomes effective), or which, 
with respect to lands permanently or periodically covered by tidal waters, was”. 
At page 5, lines 7-9, there should be deleted all in the section after the word 
“land”, and there should be inserted instead the words “in the Territory of 
Alaska which are permanently or periodically covered by tidal waters”. To make 
sure that no one has applied for a leasehold which does not include some dry 
land within its boundaries, we recommend that there be inserted after the 
parenthetical phrase at page 4, line 18, a comma and the words “in addition to 
public land,”. If these changes are made, we believe that our goals in the 
original preparation of section 6 would be attained. 

If such changes are made in section 6, it will probably be necessary to amend 
section 4 also. That section provides authority for the Secretary of the Interior 
to determine whether and to what extent any body of water in the Territory 
of Alaska is inland navigable water. We suggest that the authority in section 4 
be broadened to include the authority to make a determination as to which 
waters are tidal. This may be accomplished by adding to the end of section 4 
at page 3, line 22, a new sentence reading as follows: “The Secretary shall have 
similar authority to determine which inland navigable waters in the Territory 
of Alaska are tidal.” 

Finally, we recommend that section 6 be amended by the deletion of the 
words “a lease, to be issued pursuant to this act, covering”, appearing at page 4, 
line 25, and page 5, line 1. In their place should be inserted “have that lease 
(or application or offer) extended, subject to the provisions of this act, to 
cover”. If this change were made, the intent of the bill would be more clearly 
expressed. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Rocer ERNst, 
Assistant Secretary of the Interior. 
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UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 26, 1958. 
Hon. FREDERICK A. SEATON, 
Secretary of the Interior, 
Department of the Interior, 
Washington, D. C. 

Dear Mr. Secrerary: At a hearing yesterday on House bill 8054, a bill to 
authorize the mineral leasing of lands beneath inland navigable waters in 
Alaska, I was surprised to learn from Director Woozley of the Bureau of Land 
Management that under the Bureau’s leasing practices rentals on Federal oil 
lands in Alaska amount to but $2 an acre for a 10-year lease period. 

That is, the Bureau’s going rate is 25 cents an acre for the first year, the 
second- and third-year rentals are waived, and then for the fourth and fifth 
years and for the 5-year renewal period the rental is only the initial 25-cents- 
an-acre rate. On the other hand, on similar lands in the States the rentals set 
by the Bureau are double that amount, with, of course, each tract yielding twice 
the revenues. 

I am quite aware that the 25-cent rate is authorized by section 17 of the 
Mineral Leasing Act, and that the Alaska rate policy was initiated prior to 
your administration and that of your predecessor. By my observations in this 
letter, I do not mean to infer in any way any action in contravention of the 
law or any lack of good faith on the part of the Department. 

However, Alaska is now enjoying an oil boom. The Territory also gravely 
needs more revenues; and, as you know, by Public Law 88 enacted during the 
first session, Alaska receives 90 percent of the rentals. It is difficult to believe 
that anyone who would pay a 10-year rent of $2 would not be willing to pay 
$4 for the same period which, as I say, is only what he would have to pay for a 
lease on similar lands in the States. 

Do you think it would be advisable for me to introduce legislation amending 
section 17 of the Mineral Leasing Act to provide that rentals should be not less 
than 50 cents an acre? That is, I do not want to do anything that would result 
in any real harm to the economic development of Alaska, nor do I want to be 
unfair to pending lease applicants. 

On the other hand, I eannot see why Alaskan development should not go 
forward under the same circumstances and conditions as those in the States, 
particularly since Alaska asserts, and I believe, that the Territory is ready for 
statehood. Also, as I have said, there is an oil boom already underway there. 

I would appreciate your views on this matter. 


Sincerely yours, 
CLINTON P. ANDERSON. 


MAy 15, 1958. 
MEMORANDUM 


To: Senator Clinton P. Anderson. 
From: Stewart French. 
Subject : Amendment to Alaska Submerged Lands Act. 

In the hearing on May 14 on H. R. 8054, the Alaska nontidal submerged 
lands leasing bill, you mentioned that it had not been your intent to change 
the rental rates for the States, but rather to have leasing practices in Alaska 
identical with those in the States. 

Accordingly, I am submitting herewith a proposed revision of your section 10 
of H. R. 8054 (the committee print) to delete the “blank check” provisions of 
section 22 under which the Interior Department has been fixing lower rentals 
and royalties in Alaska. Under the new language, the Secretary would no 
longer have authority to set different rents and royalties. 

If you approve, I suggest we have a new committee print made, omitting the 
present section 10 and in lieu thereof using the suggested “nonpreference” lan- 
guage. Then this print could be submitted to the subcommittee and to the 


committee for report. 
Briefly, the proposed amendment would strike the following two sentences 


from section 22: 

“* * * Teases in Alaska under such sections whether as a result of prospect- 
ing permits or otherwise shall be upon such rental and royalties as shall be fixed 
by the Secretary of the Interior and specified in the lease, and be subject to 
readjustment at the end of each 20-year period of the lease. For the purpose 
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of encouraging the production of petroleum products in Alaska the Secretary 
may, in his discretion, waive the payment of any rental or royalty not exceeding 
the first 5 years of any lease.” 

{n their place, it would make the following provision : 
“Provided, however, That the Secretary shall promulgate no rules and regula- 
tions prescribing an annual rental per acre for lands in the Territoy of Alaska 
not within any known geological stucture of a producing oil or gas field, different 
from the annual rentals per acre payable under the rules and regulations for 
leases On lands in the States of the United States not within any known geologi- 
cal structure of a producing oil or gas field, nor shall royalty payments from 
production of oil and gas sold or removed from such lands in Alaska be different 
from Stuular lands in the United States. Any person who had an application 
or offer pending on the date of the enactment of this amendment for a lease on 
lands in the Territory of Alaska, not within any known geological structure of 
& producing oil or gas fiela, under rules and regulations of the Secretary which 
prescribed rentals and royalties less than those payable under the then effective 
rules and regulations for leases on lands within the United States not within 
any known geological structure of a producing oil or gas field, and who does not 
desire to accept a lease conditioned upon the payment of such higher rentals 
and royalties shall be entitled, upon request to the Secretary, to receive a refund 
of all moneys paid to the Secretary under such pending application or offer.” 

I believe this language would accomplish your purpose, and would meet the 
objections raised by a number of independents to your present section 10. 


STEWART FRENCH. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 21, 1958, 
Hon. Henry M. JAcKSON, 
Chairman, Senate Subcommittee on Territories and Insular Affairs, 
United States Senate, Washington, D. C. 


Dian SENATOR JACKSON: At the hearing of May 14 before your Subcommittee 
on H. R. 8054, we were requested to report promptly whether we could favor in- 
creasing the present royalty rates on oil and gas leases in Alaska from 5 per- 
cent for 10 years following the first discovery of oil and gas in any geologic 
structure, to 121% percent which is the prevailing rate in the States. 

The present 5 percent rate was established pursuant to the authority of sec- 
tion 22 of the Mineral Leasing Act of 1920, commonly known as the Alaska oil 
proviso (80 U. 8. C., see. 251) as an incentive to encourage the exploration and 
development of lands in Alaska for oil and gas purposes. Since the discovery 
of oil in the Kenai Peninsula in Alaska on July 23, 1957, public interest in secur- 
ing oil and gas leases in Alaska has reached unprecedented heights. Perhaps, 
therefore, the incentive of a lower royalty rate may not be as necessary now as 
it was in the past. Nevertheless, since the cost of exploration and develop- 
ment is very high in Alaska, your subcommittee may wish to consider the ad- 
visability of continuing in effect some form of a royalty incentive to encourage 
it. However, we would not object if the Congress were to deem it in the public 
interest to conform the royalty rates in Alaska to those in effect in the States. 
Mur views on increasing t_e royalty rates in Alaska are similar to those we 
expressed in our report on Senator Anderson's bill (S. 3476) to increase the 
minimum annual lease rental rates from 25 cents to 50 cents per acre. 

In this connection, we should like to acquaint you with the fact that the land 
offices in Alaska have been, prior to the suspension order of May 2, issuing leases 
on an area basis rather than on a priority basis. In consequence, leases may 
have issued in certain areas pursuant to offers to lease filed at a later date than 
earlier filed pending offers. It is evident, therefore, that if the lease rentals and 
royalty rates are increased, certain offerors would be obligated, in order to main- 
tain their offers, to pay such increased rents and royalties even though their 
offers were filed prior in time to later filed offers pursuant to which leases already 
have been issued. In view thereof the subcommittee may wish to give con- 
sideration to providing that lease offers which had been pending prior to some 
specified date deemed generally equitable would not be affected by the proposed 
increase in the rental and royalty rates. 

Your subcommittee also requested to be informed as to the number of leases 
and offers to lease and the acreage included therein that were outstanding prior 


83965— 59 8 
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and subsequent to July 23, 1957, the date of the first discovery of oil in Alaska. 
The Anchorage and the Fairbanks offices of the Bureau of Land Management 
have been requested to obtain this data which will be submitted to you immedi- 
ately upon its availability. 
Sincerely yours, 
Frep A. SEATON, 
Secretary of .the Interior. 





DEPARTMENT OF THE INTERIOR, 
GEOLOGICAL SURVEY, 
Washington, D. C., May 23, 1958. 
Hon. Henry M. JACKSON, 
Chairman, Subcommittee on Territory and Insular Affairs, Interior and 
Insular Affairs Committee, United States Senate, Washington, D. C. 


DEAR Mr. Jackson: In the hearing held on May 15, 1958, by your subecommit- 
tee on H. R. 8054, J. B. Mitchell, Chief, Oil and Gas Leasing Branch, Conserva- 
tion Division, Geological Survey, was asked to furnish the committee certain 
information relative to oil and gas leases embracing Government lands. 

The information requested included— 

1. The number and acreage of existing leases and the number and acre- 
age of producing leases. 

2. The number of outstanding Government leases which were issued at a 
royalty of 5 percent, and the names of the companies operating such leases. 

3. A list of the unit agreements presently in effect in Alaska and the acre- 
age embraced by each. 

4. A statement covering outstanding leases in Alaska issued at royalty 
rates different than those provided for by existing regulations (43 CFR 
192.82). 

In his oral testimony Mr. Mitchell stated that there were about 130,000 Gov- 
ernment oil and gas leases outstanding as of September 1957. The figure given 
was from memory and inadvertently included all mineral leases under the super- 
vision of the Geological Survey. The statement should be modified to conform 
to the answer given in item (1) below. 

1. Government oil and gas leases (exclusive of Outer Continental Shelf and 
military lands) outstanding as of March 31, 1958, totaled 123,116 and embraced 
96,412,005 acres. Of these 4,069 embracing 2,480,639 acres are classified as pro- 
ducing. Thus only 3.3 percent of the leases are productive. Although not re- 
quested, you may be interested in the comparable figures for Alaska. Such 
leases total 8,465 and embrace 17,963,377 acres. Of these, only one is classified 
as productive. 

2. The number of outstanding 5 percent leases (issued under see. 14 or 27 of 
the Mineral Leasing Act) is 465, and they constitute 11.4 percent of the pro- 
ductive leases and 0.37 percent of all leases. The enclosed reports from our 
regional offices at Casper, Wyo., Los Angeles, Calif., and Roswell, N. Mex., 
show the companies owning or holding operating rights on such leases. 

3. Unit agreements in Alaska: 








Name Acreage Development Unit operator 

Bear Creek. .-.....---- Lied 65,041 | 1 well drilling. -._-- Humble Oil & Refining Co. 
Deep Creek. ..........------ 62,017 |.---- a ae Standard Oil of California. 
Iniskin Peninsula__-_.-----.- 51, 705 | 2 dry boles__....-_} Iniskin Unit Operator, Inc. 
Sullivan__............-.----| 101,680 | 3 dry holes__......| No operator.! 

1 oil well (sut in)_| 
Swanson River.._---..----- 71, 680 |41 well drilling \pStandard Oil of California. 

(suspended). | 
Wel eh ee oY 21,875 | 2 dry holes. _..-.- + Colorado Oil & Gas Corp. 
| 


1 Phillips Petroleum Co., following the drilling of 3 unsuccessful wells, relinquished all unit and leasehold 
rights. The unit probably will be terminated. 


4. It is believed that practically all outstanding leases in Alaska bear the 
royalty rates prescribed by the 1950 regulations. One known exception is a 
group of 24 leases covered by the Iniskin Peninsula unit agreement. In brief, 
such leases as modified by the terms of the unit agreement provide that about 
one-fourth of the acreage carries a royalty on oil of 5 percent for the life of the 
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unit agreement. The remaining acreage in such leases carries a royalty on oil 
of 5 percent through 1967 and a royalty of 12% percent thereafter. Royalty on 
gas is 5 percent on all acreage until 1967 and 12% percent thereafter. 

If any additional information is desired by the committee, we shall be pleased 
to furnish it. 

Sincerely yours, 
THOMAS B. NOLAN, 
Director. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 29, 1958. 
Hon. HENRY M. JACKSON, 
Subcommittee on Territories and Insular Affairs, 
Committee on Interior and Insular Affairs, United States Senate, 
Washington, D.C. 


Dear SENATOR JACKSON: At a recent hearing before your subcommittee, you 
requested an expression of the views of this Department concerning the ade- 
quacy of the provisions of H. R. 8054 to insure the protection of fish and wild- 
life resources from harmful effects which might otherwise result from the leasing 
of oil and gas deposits in lands beneath inland navigable waters in the Terri- 
tory of Alaska as that clause is defined in the bill. 

The concluding sentence of section 5 of the bill, as passed by the House of 
Representatives on August 5, 1957, provides that “all operations under leases 
issued pursuant to this Act shall be subject to such rules and regulations as the 
Secretary of the Interior may prescribe for the prevention of injury to fish and 
game.” We believe that the word “fish” as used in the bill is sufficiently broad 
to include fish of both sport and commercial species and that the word “game” 
may be construed as being synonymous with the word “wildlife” which in- 
cludes birds and maminuls. The protection and preservation of the commercial 
fisheries and the wildlife resources of Alaska are extremely important since 
these resources make a substantial contribution to the economy of the Territory 
as well as furnish outstanding recreational enjoyment. 

In our opinion, the requirement which would be imposed by section 5 of 
H. R. 8054 that all operations under oil and gas leases issued by the Department 
be conducted in accordance with rules and regulations to be prescribed by the 
Secretary with the specific objective of preventing injury to fish and wildlife 
should provide an entirely adequate legal basis to support the adoption of 
appropriate regulations by the Secretary. These regulations would require that 
oil and gas development on the lands affected by the bill be so conducted as not 
to impair the fish and wildlife resources of the Territory. 

An additional source of protection and control would result from the fact 
that the authority which would be conferred upon the Secretary of the Interior 
to grant oil and gas leases covering lands beneath inland navigable waiters in 
Alaska would be permissive in nature. With such discretionary authority to 
grant or withhold leases, the Secretary would have complete freedom to in- 
corporate in any lease he might issue such special terms and conditions as he 
might deem necessary for the protection of fish and wildlife resources. As a 
condition to the granting of a lease, it would thus be possible to include in 
leases for oil and gas deposits in lands beneath inland navigable waters, detailed 
stipulations comparable to those adopted as recently as April 18, 1958 (23 F. R. 
2636), for inclusion in oil and gas leases issued on Federal wildlife lands under 
the Department’s regulations of January 8, 1958 (BLM Circular 1990; 43 C. F. R. 
192.9). Two copies of these regulations are enclosed, together with two copies 
of the stipulations issued on April 18, 1958. 

The stipulations required to be included in oil and gas leases for Federal wild- 
life lands are quite comprehensive in their coverage and so much of their provi- 
sions as might be appropriate could be included in leases issued under the pro- 
visions of H. R. 8054 for deposits in lands beneath inland navigable waters in 
Alaska. 

In the circumstances, we believe that adequate authority would be vested 
in the Secretary of the Interior under the provisions of H. R. 8054, when 
coupled with the control over leasing which he could exercise in behalf of the 
United States as a proprietor of the lands involved, to safeguard fish and 
wildlife resources in Alaska fromsinjury from oil and gas exploration and de- 
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velopment. It is our belief that essential protection could be assured, for the 
most part, without necessitating a field investigation of each lease application. 
Available knowledge concerning the fish and wildlife species which frequent and 
are dependent upon areas being considered from time to time for oil and gas 
leases should be sufficient in the majority of instances to indicate the special 
problem areas to be protected through special lease stipulations. 

We appreciate the interest of your subcommittee in the important fish and 
wildlife resources of Alaska and are grateful for its concern that the oil and gas 
operations which would be authorized by H. R. 8054 not be allowed to affect 
these resources adversely. 

Sincerely yours, 
Ross LEFF_Ler, Assistant Secretary. 


June 18, 1958. 
UNITED SratTes SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Hon. LYNDON JOHNSON, 
Majority Leader of the Senate, 
The Capitol, Washington, D. C. 


Dear SENATOR JOHNSON: The Interior Committee yesterday filed a unani- 
mously favorable report on H. R. 8054, with amendments, to provide for the 
leasing of oil and gas deposits in lands beneath nontidal navigable waters in the 
Territory of Alaska. This is calendar No. 1754. 

This legislation has been under careful consideration in both branches of the 
Congress for more than 18 months and in its present form is completely non- 
controversial and worthy of prompt consideration by the Senate. It is my 
earnest hope that, for the reasons which follow, this legislation can be voted 
upon in the Senate prior to action on the Alaska statehood bill which I under- 
stand is to be brought before us next week. 

Further oil and gas exploration in the Territory will be seriously impaired 
if H. R. 8054 is not enacted into law quickly, since the Department of Interior 
has suspended the issuance of all leases until the Congress increases rental 
and royalty rates in Alaska to the same level now prevailing on public lands in 
the States. This was accomplished by Senator Anderson’s amendment to H. R. 
8054, which received the unanimous approval of this committee. 

It is this feature of the bill which is of primary importance at the moment, 
since enactment of statehood legislation would grant title in the submerged 
lands dealt with in H. R. 8054 to the new State which could then commence 
issuance of leases under terms of the Alaska State Lands Act. 

The Secretary of Interior has indicated that he will retain the present freeze 
on leasing applications until the Congress acts or adjourns. H. R. 8054 is the 
only immediate vehicle by which Congress can respond to the situation and thus 
permit a resumption of orderly oil and gas development in the Territory. 

It can be readily seen that the original purpose of H. R. 8054 (which was to 
provide for the leasing, under the mineral leasing laws of the United States, of 
the Territory’s submerged inland waters which are now held in trust for the 
future State) has thus been overshadowed by the above considerations and by 
the possibility of early achievement of statehood by the Territory. 

However, enactment of the measure prior to passage of statehood is highly 
desirable, both for Alaska and the development of its mineral resources, and for 
the many hundreds of persons who have engaged in oil-leasing activity in one 
form or another in the Territory. 

First of all, it would serve to unfreeze the millions of acres of nonsubmerged 
lands which would remain under Federal ownership regardless of statehood. 
Secondly, it would permit mineral development to go forward immediately, 
whereas if it is necessary to wait on statehood, most of this year’s working 
season for exploration and development would be lost, at best. And finally, 
enactment of H. R. 8054 would provide the new State with a well tried and 
proven leasing pattern for its submerged lands. 

For these reasons I would like to urge as early action as possible on Calendar 
No. 1720. 

Sincerely yours. 
JAMES E. Murray, Chairman. 
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DENVER, CoLo., May 21, 1958. 
Senator Gorpon ALLOTT, 
United States Senate, Washington, D. C.: 

The proposal to increase royalty and rentals in Alaska is very alarming and 
will retard development. Small operators and independents find 75 percent of 
domestic oil. These people cannot operate without incentive such as Alaska 
presently offers. With 79 percent of free world oil under semifriendly(?) flags 
and only 14 percent in the United States the incentive to find oil under our flag 
should be increased rather than retarded. The area in question is subject to 
extreme economic expense and such a proposed increase in rental obviously will 
cause diversion of development funds to rental payments making development 
prohibitive and reducing Government share of production. Let us look for oil 
in the bay areas of Alaska, too, because oil structures on land areas cross bays 
without regard to shoreline. 

GLOBAL ENTERPRISES CorP. 


Don R. LINK, INDEPENDENT OTL AND MINING OPERATOR 
DENVER, COLO. 
May 16, 1958. 
Hon. Henry M. JACKSON, 
Chairman, Subcommittee on Territories, 
United States Senate, Washington, D.C. 


My DgAR SENATOR JACKSON: Since we were not notified of the hearing on 
H. R. 8054 and, therefore, were not fortunate enough to be allowed to testify at 
the hearing, may I respectfully submit the following opinions with the hope 
that further hearings will be held and that our opinions, based on our partici- 
pation in the Alaska oil effort, may be considered. Further, I would appreciate 
having the opportunity to come to Washington in person to present testimony in 
greater detail with the assistance of our legal counsel, Mr. Lewis E. Hoffman. 

I am an independent oil operator with headquarters at 841 Petroleum Club 
Building, Denver, Colo., and own certain oil and mining interests in Oklahoma, 
Kansas, Nebraska, Wyoming, Utah, and in the Territory of Alaska. In January 
1956 I became interested in the Alaskan oil potential after studying geological 
and technical reports authored by consulting geologists who had many years of 
geological experience in Alaska, dating back to the development of Naval Pe 
troleum Reserve No. 4. A personal study of the economic problems of the 
Territory revealed a great need for an industry which would help stabilize the 
Territorial economy by providing year-round employment opportunities and 
produce a constant revenue for the Territorial treasury. Such an industry 
would relieve the Alaskan economy from its dependence on the military budget 
and would put the Territory on a self-supporting basis. It appeared that a 
sound oil industry could be the answer to these needs. Oil production in Alaska 
would alleviate another tremendous burden of tae American taxpayer—the cost 
of transporting fuel to the military establishments maintained there. 

The sobering element which was revealed by technical studies of Alaska was 
the astronomical cost which would be encountered in making entry into the 
interior basins and even into the coastal areas because of the weather problems 
and the lack of roads. We who were interested in Alaska decided to invest our 
energies and capital in this endeavor primarily because of the incentive provided 
by the Federal leasing regulations applying to the Territory ; namely, an advance 
rental of 25 cents per acre and 5 percent royalty to the Government for the 
first 10 years of production. 

I first filed oil and gas leases in the Territory in June of 1956. From that 
time until August of 1957 I traveled throughout the United States to present 
the Alaskan story to innumerable oil companies and financial concerns whose 
policy I knew was to invest in foreign oil operations. In addition to the time 
spent on this effort, my personal and traveling expenses amounted to nearly 
$20,000 before any real results in leasing commitments occurred. 

It should be added here that very few oil companies had made any studies 
whatsoever on Alaskan geology, particularly in the interior basins. Therefore, 
we had a discouraging experience trying to explain the limited geology then 
known, and trying to convince officers of these companies that their oil invest- 
ment in Alaska would be more sound economically than investments made in 
foreign concessions. We pointed out to them that in addition to the incentive 


of paying 25 cents per acre advance rental and 


5 percent overriding royalty 
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on the first 10 years of production, our own Government would be more reliable 
than foreign governments and would not bring chaos to a long-range operation 
such as oil development by changing these regulations. 

During the period mentioned above a group of far-sighted Anchorage and 
Fairbanks businessmen also contributed their efforts and money to encourage 
oil companies to take possession of and explore certain areas of the Kenai 
Peninsula. Other individuals, too, made the same endeavors and sacrifices in 
trying to promote capital investment in Alaska. 

Because of the incentive provided by Federal regulations (the above-mentioned 
rentals and royalties) and with the interest generated by the Richfield strike. 
hundreds of deserving citizens of the Territory, as well as oil companies and 
individuals in the States, flocked to Bureau of Land Management offices to file 
acreage, risking hard-earned money in the belief that, with Mother Nature 
cooperating, an oil industry could and would be developed in Alaska. Federal 
oil and gas leases were filed on millions of acres in the coastal and Alaskan 
Peninsula areas, the Kateel River area, the Kandik and the Porcupine areas. 
These millions of acres filed on represent not only a huge investment of capital 
in Alaska, but also represent the first phase in the creation of an oil industry 
there. The real problems in creating an oil industry are yet to come. Many 
more millions of dollars must be spent and many more operational difficulties 
overcome before this industry is a reality. 

The development of a successful oil industry in the Territory of Alaska must 
depend upon farsighted planning and effort on the part of large oil companies, 
independent oil operators, private citizens and, particularly, upon our Govern- 
ment representatives in Washington who are the authors of and who enact the 
legislation which will affect the progress, the very life, of this development. 
Fr these representatives of the people to vote an increase to the burden of this 
infant industry could very well cause it to come to a halt in most areas before 
it has really begun, and cause oil concerns with their recession-limited ex- 
ploratory budgets to go into other potential oil provinces which have better 
climate, are more accessible, and have less drilling problems than Alaskan areas 
thus far explored. 

May I respectfully request that the above facts be given careful consideration, 
as the opinions represented are not only mine, but also those of many other 
citizens and companies who have risked considerable money and spent much 
time in an effort to successfully develop an oil industry in Alaska. Their efforts 
and money have been spent with the belief that the present leasing laws would 
remain unchanged—at least until the industry gets under way and on a sound 
basis. 

Please consider the following points in studying the proposed amendments to 
H. R. 8054: 

(a) If the proposed increase in advance rentals is applicable to leases filed 
but not issued, a great percentage of the applicants may be forced to withdraw 
their applications. This would result in a considerable loss to the Government, 
not a gain. Such action would probably retard leasing interest and might risk 
complete cessation of leasing in the interior basins, including the areas north of 
the Brooks Range, which are to be opened for leasing soon. 

(0b) Raising the royalty requirements before 1960 would eliminate the incen- 
tive which was instrumental in bringing oil investment capital into the Territory. 

(c) Changing either royalty requirements or advance rentals so early in the 
existence of the Alaskan oil effort would create complete chaos in contractual 
relationships between oil companies and individuals who, through foresight and 
expenditure of large sums of money, performed technical services for those who 
filed lease applications. These contractual relationships were based on the terms 
of royalties and rentals set forth in Federal oil and gas lease applications. A 
very small percentage of people who filed applications in the Territory were 
eapable of, or did the technical work (geology and mapping) necessary before 
leases could be filed. The proposed amendments to H. R. 8054 if passed could 
mean financial disaster to both individuals who performed the technical services 
and to the companies or individuals who leased the acreage. Filing the unsur- 
veyed lands of Alaska presents many more and much more costly difficulties than 
does filing Federal acreage in the United States. 

(d@) While the oil strike on the Kenai Peninsula lends great hope to all who 
have believed in and worked for oil development in Alaska, the incentives which 
brought about that encouraging but costly discovery should not be taken away 
at a time when others are considering risking huge sums in order to prove or 
disprove other areas. 
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In summary, may I say that to make any change in the advance rentals or 
royalty requirements on Federal oil and gas leases filed in the Territory of 
Alaska before the year 1960 would bring about a condition which would lower 
the revenues from leasing activities rather than raise them. Such a change 
before then would greatly hamper the chances for developing a strong oil in- 
dustry in Alaska, especially at a time when exploratory budgets of oil concerns 
are already reduced by the present recession. A strong oil industry in the Ter- 
ritory is not only a great potential source of revenue but is also a means of reduc- 
ing the high cost of maintaining the huge military establishment there. The 
proposed increase of rental fees and royalties would lessen changes of attaining 
both of these goals. 

The cost of transporting fuel to Alaska to support our defense system there 
is a financial burden which affects every American taxpayer. This problem 
alone justifies putting forth every effort toward developing oil reserves in the 
Territory as rapidly as possible. The proposed increase in rentals and royalties 
and the resultant retarding in oil exploration activity which would follow most 
certainly would not be a solution, and is most certainly not in the best interest 
of the American citizen. The cost of participating in Alaskan oil exploration 
should be held at a minimum until the oil industry can be established. Every 
means possible should be employed to defeat the proposed amendments to H. R. 
8054. 

Respectfully submitted. 

Don R. LINK. 


Ex Paso, Tex., June 11, 1958. 
Hon. JAMES E. MURRAY, 
United States Senate, 
Washington, D. C.: 


Oil is vital to the American way of life. United States is rapidly changing 
from a have to a havenot Nation in oil reserves. Seventy-five percent of oil 
reserves now in explosive Middle East. Alaska is our last frontier for develop- 
ing oil and gas reserves under protection of Stars and Stripes. Our national 
aim should be to encourage rather than discourage oil exploration in Alaska. 
On these assumptions we have expended money in Federal oil and gas lease 
applications in Alaska. Our offers to lease were made with understanding our 
leases would have 25 cents per acre rentals and 5-percent royalty. You are 
now considering amending H. R. 8054 to increase rentals to 50 cents 
per acre and royalties to 12% percent on leases we will obtain. We feel such 
legislation will definitely discourage oil and gas development in Alaska and will 
further be manifestly unfair and morally wrong to all persons who have hereto- 
fore filed lease applications in Alaska. We respectfully urge that you help 
exploration of oil and gas in Alaska by passing a bill which would allow leasing 
of lakes, streams, and tideland bay areas without increasing present rentals 
and royalties designed to encourage much needed development of Alaska. 


W. T. Hollis, El Paso, Tex.; R. W. Allen, El Paso, Tex.; R. L. 
Hamblin, El Paso, Tex.; G. D. Carameros, El Paso, Tex.; Parker 
Harrison, El Paso, Tex.; G. L. Corbett, Midland, Tex.; Guy 
Burton, Midland, Tex. 


Morris Puatins, N. J., June 7, 1958. 
INTERIOR AND INSULAR AFFAIRS COMMITTEE, 
United States Senate, Washington, D. C.: 


May I register my strong opposition to passage of the amendments to 
H. R. 8054 which proposed to double the present acreage rentals on Federal oil 
and gas leases in Alaska and which would eliminate the present incentive of a 
71%4-percent reduction in Government oil royalties for the first 10 years of dis- 
covery wells production. 

If it is Congress’ aim to increase the Government income and royalties from 
the production of oil on Government land then the amendment to H. R. 8054 
will have exactly the opposite result. These amendments will discourage activi- 
ties of wildcatters and independents and will benefit only major oil companies 
which are primarily interested in establishing large oil reserves to be tapped 
perhaps 10 or 20 years hence. 

Today when millions of dollars worth of oil rigs are idle in Texas, where 
the entire oil industry has been curtailed to an 8-day month and when large num- 








116 ALASKAN SUBMERGED LANDS 


bers of highly skilled oil workers are idle, it appears to be most unwise to dis- 
courage the type of activity and the type of employment which wildcatters and 
independents are presently bringing and will continue to bring to America’s new 
oil frontier, Alaska, if the present leasing regulation remains unchanged. With- 
out question it is the independents and wildcatters who are the lifeblood and 
the one almost indispensable element of the oil discovery business. 

It is the independent who will be squeezed out of Alaska by the proposed 
amendment and it is the major oil companies which will step right in and pick up 
the forfeited leases. In this light it becomes quite apparent that these amend- 
ments to H. R. 8054 are positively not in the best interests of the country 
because that will result in the following : 

(1) Reduce and postpone into the indefinite future the large Government 
royalties which can only come from actual production and which production 
the independents are ready to produce and not 10 or 20 years later. 

(2) Reduce employment or indefinitely postpone the employment of large 
numbers of highly skilled oil workers presently unemployed. 

(3) Squeeze out the little fellows, the independent and wildcatters to the 
advantage of big business, thereby lessening competition in a great industry. 

(4) Slow up the development of Alaska and thereby also slow up the strength- 
ening of our great strategic rampart facing Soviet Siberia. For all these reasons 
. is important that your committee eliminate the proposed amendments from 
H. R. 8054. 


CYRIL FARNY. 


BiLiines, Mont., May 11, 1958. 
WaRWICK M. DowNINaG, 
Chairman, IPAA Federal:and Public Lands Committee, Denver, Colo. 


Dear Mr. Downrine: The bill introduced by Senator Anderson of New Mexico 
increasing rental on Alaskan lands appears to me to be unsound because of the 
present lack of oil production in Alaska. 

Senator Anderson is influenced by a common, but erroneous, economic practice 
among State and Federal Government legislators that, because oil companies 
and individuals are interested in an area, they should immediately be soaked 
higher amounts for leases and taxes. The basis of this erroneous belief is that 
by increasing the amounts paid by the oil companies, increased revenues will 
result to the sovereign. In actual practice, however, until oil is actually pro- 
ducing in large quantities in any given State or Territory, increasing the tax 
or lease burdens prior to discovery of oil, has the effect of decreasing the revenue 
to the sovereign and acts to discourage increased exploration activities. 

I think it should always be the policy of this organization that new explora- 
tion should be encouraged, and, accordingly, increases in the price of Govern- 
ment acreage in wildcat areas should be opposed by our association. 

Yours very truly, 


Eart M. CRANSTON. 
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UNITED STATES SENATE, 
SUBCOMMITTEE ON TERRITORIES, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C., Tuesday, July 16, 1957. 

The subcommittee met, at 9 a. m., pursuant to notice, in room 224, Senate 
Office Building, Hon. Henry M. Jackson (chairman of the subcommittee) pre- 
siding. 

Present: Senators Jackson, Kuchel, and Barrett. 

Senator Jackson. The subcommittee will come to order. 

We are taking up this morning Senate bill 2242, a bill to provide for the 
leasing of oil and gas deposits in lands beneath inland navigable waters in the 
Territory of Alaska. 

The Chair has a letter of May 29, 1957, signed by the Under Secretary of the 
Interior, addressed to the President of the Senate, the Vice President of the 
United States, in which he enclosed a bill, which, when introduced, became 8S. 
2242, 

The Under Secretary of the Interior has given a favorable report on the bill, 
with the further statement that the Bureau of the Budget has advised that there 
is no objection to the submission of the report of the Under Secretary of the 
Interior. 

The letter will be included in the record at this point. 

(The letter referred to is as follows :) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 29, 1957. 
Hon. RicHArD NIXON, 
President, United States Senate, 
Washington, D. C. 

Dear Mr. PRESIDENT: Enclosed herewith are four copies of a bill to provide 
for the leasing of oil and gas deposits in lands beneath inland navigable waters 
in the Territory of Alaska. 

We request that the proposed bill be submitted to the appropriate committee 
for consideration, and we recommend that it be enacted. 

It is very important to the future of the Territory of Alaska that some author- 
ity be established under which the lands lying beneath inland navigable waters, 
such as bays, estuaries, lakes, and rivers may be leased for oil and gas. At 
the present time neither the Federal Government nor the Territory has author- 
ity to lease these water-covered areas, the title to which is held by the United 
States in trust for the benefit of a future State or States. The Federal Govern- 
ment leases only the land areas bordering upon inland navigable waters. Con- 
sequently, parties holding leases on areas bordering on. such inland bodies of 
navigable water may, if a producing field is discovered, drain oil and gas from 
the water-covered areas. Alaska thus loses income to which it will one day 
presumably be entitled since it is expected that title to the water-covered areas 
will vest in Alaska upon its admission to the Union as a State. 

While the Department would not object to the transfer to the Territory of 
title to the lands underlying the inland navigable waters, we believe that, for 
the present time, it would be enough if the Secretary of the Interior were author- 
ized to lease these lands and to transfer a proportion of any revenue therefrom 
to the Territory. We have, therefore, prepared the enclosed proposed bill. 

Section 1 of the proposed bill establishes definitions. Lands beneath inland 
navigable waters are defined as including all navigable nontidal waters within 
the boundaries of the Territory and all tidal waters lying landward of the coast- 
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line. The cvastline is defined as being the line of ordinary low water along that 
portion of the coast which is in direct contact with the open sea and the line 
marking the seaward limit of inland waters. The definition of “coastline” 
provided in the proposed bill is consistent with the practice of the United States 
in other matters (letter from the Secretary of State to the Attorney General 
(L/EUR), November 13, 1951). The principles advanced by the Department 
of State in negotiations with foreign governments relating to the determination 
of coastlines are, in substance, as follows: 

(1) In the case of a relatively straight coast with no special indentations or 
bays, the line is along the low watermark of the coast. 

(2) For indentations having pronounced headlands no more than 10 nautical 
miles apart, a straight line shall be drawn across the entrance; the envelope 
of all ares of circles having a radius equal to one-fourth the length of the straight 
line shall then be drawn from all points around the shore of the indentation; 
if the area enclosed by the straight line across the entrance and the envelope 
of the ares of the circles is greater than that of a semicircle with a diameter 
equal to one-half the length of the line across the entrance, the waters of the 
indentation shall be regarded as interior or inland waters; if otherwise, the 
waters of the indentation shall be regarded as open sea. 

(3) Where the headlands are more than 10 nautical miles apart, the line 
shal be drawn across the indentation through the point nearest the entrance at 
which the width does not exceed 10 miles, and the same procedure shall be em- 
ployed to determine the status of the waters inside that line. 

(4) Historical exceptions to the 10-mile rule in determining the character 
of a bay are recognized. However, those exceptions are recognized only where 
the United States has claimed exclusive jurisdiction over a particular body of 
water, as inland water, for a considerable period of time and other nations have 
acquiesced in that claim. In other words, in order to qualify, as an historical 
bay, the area must be considered by the United States not to be open sea subject 
to free or open navigation by the ships of other nations. 

Section 2 states that all deposits of oil and gas owned or hereafter acquired 
by the United States in lands beneath inland navigable waters in the Territory 
of Alaska may be leased by the Secretary of the Interior under the same general 
conditions as those provided in the mineral leasing laws. 

Section 3 of the bill provides that the Secretary of the Treasury shall pay 
over to the Territory of Alaska twice yearly 90 percent of the revenues collected 
under any lease issued pursuant to this bill. The Territory of Alaska would be 
required to use a part of the money so received (37% percent) for the construc- 
tion and maintenance of public roads or for the support of public schools or other 
educational institutions. The rest of the money so received (52% percent) 
could be used in any manner that the legislature of the Territory should direct. 
This division of revenues is consistent with the provisions of H.R. 3477, a bill 
relating to moneys received from mineral lands in Alaska, which was passed by 
the House of Representatives on April 1, 1957. 

Section 4 would impose upon the Secretary of the Interior, unless a determina- 
tion had been previously made by a court of competent jurisdiction, the determi- 
nation of whether any body of water within the boundaries of the Territory 
of Alaska was inland navigable water. This, of course, is necessary since the 
bill does not provide in any way for the leasing of waters lying offshore, and 
those lands also are at this time held in trust for the future State. Section 5 
would protect existing rights, and also those rights acquired in the future. 

Some existing leases may embrace within the boundaries described therein 
lands beneath navigable waters. Such leases, of course, grant the lessees no 
rights with respect to those submerged lands. Section 6 would afford any 
holder of such a lease a preference right to lease, under the provisions of the 
proposed bill, the lands beneath navigable waters described in his lease. This 
preference right would be afforded holders of leases in effect on January 1, 
1957, and, also, applicants or offerors for leases whose applications or offers 
were pending on that date and subsequently become effective. No lessee, ap- 
plicant, or offeror would be permitted, with respect to any one lease, applica- 
tion, or offer, to acquire more than 640 acres of land beneath any single body 
of navigable waters. Applications to take advantage of the provisions of sec- 
tion 6 would have to be filed within 1 year of the date of approval of the pro- 
posed bill. 

Section 7 provides that, if any of the lands covered by this bill are in the 
future transferred to the Territory or to any future State, the provisions of 
this bill will cease to apply to the transferred lands; however, any lease or 
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contract made pursuant to the bill which is in effect at that time would be 
protected. Section 9 provides for the issuance of rules and regulations by the 
Secretary of the Interior. Since section 2 of the bill would establish for the 
leases issued pursuant to this bill the same general conditions as those estab- 
lished by the Mineral Leasing Act, it is expected that similar leasing and oper- 
ating regulations would be issued. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 


Sincerely yours, 
HATFIELD CHILSON, 


Under Secretary of the Interior. 


A BILL To provide for the leasing of oit and gas deposits in lands beneath inland navigable 
waters in the Territory of Alaska 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


DEFINITIONS 


Section 1. That when used in this Act— 
(a) The term “lands beneath inland navigable waters in the Territory of 


Alaska” means (1) all lands within the boundaries of the Territory of Alaska, 
which are covered by nontidal waters that are navigable under the laws of the 
United States, up to the ordinary high water mark as heretofore or hereafter 
modified by accretion, erosion, and reliction, and (2) all lands within the bound- 
aries of the Territory of Alaska which are permanently or periodically covered 
by tidal waters and which lie landward of the coastline, up to but not above 
the line of mean high tide; 

(b) The term “coastline” means the line of ordinary low water along that 
portion of the coast which is in direct contact with the open sea and the line 
marking the seaward limit of inland waters; 

(c) The term “Mineral Leasing Act” means the Mineral Leasing Act of 
February 25, 1920 (41 Stat. 487), as amended (30 U. S. C., sec. 181 et seq.) ; 
and 

(d) The term “Secretary” means the Secretary of the Interior. 

Sec. 2. All deposits of oil and gas owned or hereafter acquired by the United 
States in lands beneath inland navigable waters in the Territory of Alaska, 
together with the lands containing those deposits, may be leased by the Sec- 
retary under the Mineral Leasing Act as it is applicable to Alaska, except as 
otherwise provided in this Act. 

Sec. 3. All moneys received from the sale of, or as bonus, royalty and rental 
under, any lease issued pursuant to this Act shall be paid into the Treasury 
of the United States. As soon as practicable after December 31 and June 30 
of each year the Secretary of the Treasury shall pay 90 per centum of such 
moneys to the Territory of Alaska, 374% per centum to be used for the con- 
struction and maintenance of public roads or for the support of public schools 
or other public educational institutions in such manner as the legislature of 
the Territory of Alaska may direct, and 52% per centum to be used for such 
purposes as the legislature of the Territory of Alaska may direct. 

Sec. 4. Upon written application from any lessee or applicant for lease here- 
under the Secretary, unless a determination has been previously made by a 
court of competent jurisdiction, shall determine whether any body of water 
in the Territory of Alaska is inland navigable water subject to the provisions 
of this Act. 

Sec. 5. Nothing in this Act shall be construed as affecting existing rights, 
or rights acquired in the future, under existing laws, executive withdrawals, 
or reservations, to take natural resources, including fish and wild game, from 
the waters above lands beneath inland navigable waters in the Territory of 
Alaska, nor shall anything in this Act interfere with the free and unimpeded 
navigation of those waters or navigational servitudes therein, but the existence 
of such rights, withdrawals, or reservations shall not preclude simultaneous 
and unimpeded operations under any lease issued pursuant to this Act. All 
operations under leases issued pursuant to this Act shall be subject to such 
rules and regulations as the Secretary of the Interior may prescribe for the 
prevention of injury to fish and game. 
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Sec. 6. If any oil and gas lease issued for public land pursuant to the Mineral 
Leasing Act which was in effect on January 1, 1957 (or any application or 
offer for such a lease of such land, which was pending on that date and sub- 
sequently becomes effective), embraces within the boundaries described in the 
lease (or application or offer) any lands beneath navigable waters, the leasee 
(or applicant or offeror) shall, upon application filed not more than one year 
after the date of approval of this Act and under regulations to be prescribed 
by the Secretary, have a preference right to a lease, to be issued under the 
provisions of this Act, covering those lands beneath navigable waters without 
regard to acreage limitations, except that the provisions of this section shall 
not entitle any party, with respect to any one lease, application, or offer effec- 
tive or pending on January 1, 1957, to a preference right to lease more than 
640 acres of land beneath any single body of navigable waters. 

Sec. 7. Upon the transfer to the Territory of Alaska or to any future State 
or States erected out of the Territory of Alaska of title to any of the lands 
beneath inland navigable waters in the Territory of Alaska, the provisions of 
this Act shall cease to apply to any lands which are so transferred. Any lease 
(or application for lease) or contract made pursuant to this Act which is in 
effect at the time of such a transfer of title to any of the lands beneath inland 
navigable waters in the Territory of Alaska covered by that lease (or applica- 
tion for lease) or contract shall not be terminated or otherwise affected by that 
transfer of title; but all the right, title and interest of the United States under 
that lease (or application for lease) or contract, including any authority to 
modify its terms and conditions that may have been retained by the United 
States, and all obligations thereunder shall vest in the Territory of Alaska or 
the State to which title to those lands beneath inland navigable waters in the 
Territory of Alaska covered by the lease (or application for lease) or contract 
is transferred. 

Sec. 8. Nothing in this Act shall be deemed to repeal or modify any provision 
of the Act of August 8, 1947 (61 Stat. 916), entitled “An Act to amend section 
26, title I, chaper 1, of the Act entitled ‘An Act making further provision for a 
civil government for Alaska, and for other purposes’”, permitting exploration 
and mining for gold and other precious metals in beds of navigable tidal and 
nontidal waters of Alaska, but nothing in said Act of August 8, 1947, nor any 
rights acquired thereunder shall preclude simultaneous and unimpeded opera- 
tions under any lease issued pursuant to this Act. 

Sec. 9. The Secretary shall have authority to issue such rules and regulations 
as are appropriate and necessary to carry out the purposes of this Act. 

Senator Jackson. The first witness this morning is the Delegate from Alaska, 
Mr. E. L. Bartlett. 

Delegate Bartlett. 


STATEMENT OF Hon. E. L. BARTLETT, A DELEGATE From ALASKA, UNITED STATES 
SENATE 


Delegate BartLeTT. Mr. Chairman, I am happy to have the opportunity to 
appear before you to testify in favor of the principles set forth in S. 2242. 

A companion bill in somewhat the same form has been approved by the House 
Territory Subcommittee and the full Committee on Interior and Insular Affairs, 
and is now pending before the House of Representatives. 

In general, this bill would extend the authority of the Secretary of the 
Interior to lease lands beneath inland navigable waters except in restricted 
areas of tidal waters. 

It is considered essential for the people, the Legislature of the Territory of 
Alaska, to establish a situation whereby the development which is proceeding in 
search of oil may be accelerated. 

Careful safeguards are set out in this bill to protect the public interest, to 
protect fish and game, and it is my conclusion after having studied this subject 
very closely that there is every good reason wh: the bill ought to be enacted 
and no reason at all why it should not. 

If it is placed into effect, enacted into law, I think we should look forward 
to a tremendous growth in the prospecting for oil within the Territory of Alaska. 

Senator Jackson. Delegate Bartlett, would the new State be adequately pro- 
tected under this bill? 

Delegate Bartietr. Yes, the new State would, in my opinion, be adequately 
protected. 
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I looked that over very carefully, and have thought about it much 

Senator JAcKSON. Suppose the Department of the Interior enters into long- 
term leases? 

Delegate BARTLETT. Which I assume it would. 

Senator Jackson. And suppose further that most of the, or at least the 
greater part, of the best oil lands are leased out on a long-term basis by the 
Federal Government, what right would the new State have? 

Delegate BAartLeTtT.-The State would secure the revenue from those leases 
just as it would under territorial status. 

Senator JACKSON. Let me ask you further: Suppose this occurs: As I have 
outlined, the best sites are leased out under the terms of the Mineral Leasing 
Act, what would be the situation as far as revenue is concerned, to the new 
State under this bill as compared to the revenue that the new State would 
receive if the new State leased it out? 

Delegate BARTLETT. I, of course, cannot answer that because no one can fore- 
tell what the legislature might seek by way of lease moneys. 

Senator BARRETT. I do not understand that the State under any set of cir- 
cumstances would have the right to lease these lands. 

Senator Jackson. The Senator will recall under the statehood bill the new 
State can select 

Senator Barrett. You are talking about State lands? 

Senator Jackson. That is right. They can come in and select these lands; 
they may be valuable oil lands. 

Under this bill as the Chair reads it, it is conceivable that in the interim the 
Department of Interior could lease on a long-term basis valuable lands at a 
rate which is 1214 percent royalty under the Mineral Leasing Act, compared to 
what obviously will be a much higher rate under State leasing. 

This has been the record for a long, long time. 

Delegate BARTLETT. I have thought about that, Mr. Chairman. Let me answer 
that in this manner: 

In the first place, although some companies have been and are in Alaska, 
large and small, searching for oil, the sad truth is that up to date oil has not been 
discovered in commercial quantity. We believe it will be. We want these 
companies up there. 

This bill provides that 90 percent of the revenues derived from leasing shall 
go to the Territory. 

Senator J'‘Ackson. Ninety percent of the 1214-percent royalty? 

Delegate BARTLETT. Yes. 

Now, if we had firm guaranties that statehood would come next year, the 
year after, or soon, I do not know that I would be so enthusiastic about this bill 
as I am. But here is a situation identical with so many we confront in the 
history of Alaska. Shall we suspend all effort for economic development until 
statehood comes? I think not. 

I think this is a calculated risk. 

Let me say this: T-has been widely publicized 

Senator Jackson. There is no objection on my part to the exploitation of these 
lands. My concern only runs to the new State. I am calling attention to the 
fact that some of the most valuable lands ean be taken away from the State 
under this bill because of long-term leases. 

And the State will lose a lot of revenue. 

Delegate BartrLtetr. Mr. Chairman, let me say this: 

This bill was introduced a while ago—— 

Senator JAcKson. No, this bill was just introduced. 

Delegate BArTLETT. No, the one over in the House. 

Senator Jackson. Well, this is June 10. 

Delegate BarTLeTT. The House bill was introduced much before that. 

Senator Jackson. That was a different bill. Your bill was introduced June 11. 

Delegate BartietT. The new bill. 

Senator JAcKSON. The bill that we are now considering. 

Delegate BARTLETT. The substance, though, the philosophy of which you are 
speaking, has been before the people of Alaska since early winter. It has been 
widely publicized. The legislature was in session. The legislature knew all 
about this. 

Senator Jackson. Do the people in Alaska know under this bill; and I 
want to be corrected if I am wrong, that under this bill the Department of 
Interior could enter into long-term leases that would take away from the 
new State valuable assets? 
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Delegate Barriett. I cannot answer that categorically. I can only say as 
any Member of the Congress might say, that I sent this bill out widely. It 
has been discussed thoroughly. I suppose its implications are known throughout 
the Territory and not one protest against this bill has been received by me. 

On the other hand, many have urged that it be enacted. 
(Discussion off the record.) 
Senator Jackson. On the record. 
Will you state your name? 





STATEMENT OF Lewis E. HorrMaAN, MINERALS STAFF OFFICER, BUREAU OF LAND 
MANAGEMENT 


Mr. HorrMan. Lewis E. Hoffman, mineral staff officer, Bureau of Land 
Management, Department of the Interior. 

Senator Jackson. Mr. Hoffman, under the terms of the bill, S. 2242, the 
leases entered into by and between the Department of the Interior and the 
oil companies would continue in full force and effect even though statehood 
occurred ; is that right? 

Mr. HorrMan. That is correct, sir. 

Senator Jackson. The only change would be that the new lessor would be 
the State instead of Alaska. 

Mr. HorrMan. Instead of the United States. 

Senator JAcKSON. Instead of the United States. 

The royalty under the Mineral Leasing Act is 1214 percent? 

Mr. HorrMan. Yes, sir. In Alaska it is a little different 

Senator Jackson. I will be through in a moment. 

Twelve and a half percent; is that correct? 

Mr. HorrMan. Only in Alaska we have a concession that the first 10 yveurs 
of the discovery of a new field they pay only 5 percent in Alaska. 

Senator Jackson. The oil company? 

Mr. HorrMan. Yes. 

Senator Jackson. Is that provided for in this bill? | 

i 





Mr. HorrMaNn. No; that is provided in the Leasing Act. The bill provides 
that the leases are issued under the Mineral Leasing Act now and if they make 
a discovery during the term of the lease, the leases are issued during a period 
of 5 years, and as long thereafter as oil and gas is produced in paying quanti- 
ties with the right of extension for an additional 5 years. 

Senator Jackson. They get it now for 5 percent? 

Mr. HorrMan. If they make discovery of a new field, for the first 10 years 
they pay the Government only 5 percent instead of 12%. 

Senator Jackson. What is the situation in the States? 

Mr. HorrMANn. In the States they pay 12%. 

Senator Jackson. So they have a 7% percent advantage to start with. 

Mr. HorrMan. Because of the difficulties of prospecting in Alaska. 

Senator Jackson. What is the average royalty paid in the States under State 
leases? 

Mr. HorrMAN. It is hard to compare. 

Senator Jackson. What is it in California? 

Mr. HorrMan. California has an entirely different law. They offer their 
leases by competitive bidding only. So they get a bonus per acre. 

Senator Jackson. Is it more than 1244 percent? 

Mr. HorrMan. I think it averages more than 12% percent. 

Senator Jackson. Substantially more? 

Let me ask you: There is not much dispute, is there, that under State leas- | 
ing in general the States get a much higher return than the Federal Govern- 
ment? 

Mr. HorrmMan. Some States; put it that way. New Mexico probably does not. | 

Senator Jackson. Let us take them State by State. I wish you would supply 
these for the record. 

In Texas what is it, compared to the 12% percent? 

Mr. HorrmMan. I don’t know. Texas is not a public land State except for | 
acquired lands. 

Senator Jackson. They have some pretty good public lands out of that tide- 
land oil bill. 

Mr. HorrMaNn. Tidelands are distinct from inlands. It has a special Outer 
Continental Shelf Act and Submerged Land Act. 
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Senator Jackson. Under the Texas law they have the submerged lands out to 
121% miles, do they not? 

Mr. HorrMANn. We claim they have 3 miles out. 

Senator Barrett. This bill has nothing to do with the royalties? 

Senator JACKSON. It does not? 

Senator Barrett. I do not think so. 

Senator Jackson. I am trying to point out something, and if I am wrong, 
1 want to be corrected. 

Senator Barretr. I think you are. I do not think this bill affects royalties 
one way or the cther. 

Senator Jackson. It certainly does for the simple reason that these leases 
are over a period of years. 

Mr. HorrMaANn. They are issued for a period of 5 years and as long thereafter 
as oil and gas is produced in paying quantities with the right of extension 
for an additional 5 years. 

Senator Jackson. That is right. So that the State cannot impose its higher 
royalties. It is obvious that Alaska is going to charge more than is charged 
under the Mineral Leasing Act. 

Mr. HorrMan. That is not based on fact, and based on past experience in 
Alaska it is not likely that Alaska will charge more. 

Conditions of drilling, the cost of moving equipment, the cost of labor, all 
those elements from present indications 

Senator Jackson. Do you think if oil is discovered up there that they will not 
charge more? 

Mr. HorrMan. I doubt it. 

I want to make this point clear, Mr. Chairman: that this bill provides 
for leasing of inland navigable waters which neither the Territory of Alaska 
nor the Federal Government are permitted to lease now. 

Senator KucHe.. Why? Because the law does not give them that right? 

Mr. HorrMaNn. Because the law does not give them that right. 

Navigable waters are held in trust for a future State. Now, these navigable 
waters are intermingled with leases already outstanding and leases we hope 
to have in the future where it prevents the drilling of the complete block. 

The purpose of this bill is to increase not only the revenue to Alaska, but 
to enable the operators to drill complete blocks of lands. 

Senator Jackson. Would the department have any objection to a provision 
in this bill that not only will the new State step into the shoes as lessor, but, 
of course, shall have the right to modify the lease to the extent that they can 
charge, modify the percentage taken in whatever way the new State may 
decide? 

Mr. HorrMan. In answer to your question, Mr. Chairman—— 

Senator Jackson. I do not want all the lands tied up by leases so that the 
new State cannot exercise its discretion in this matter. 

Mr. HorrMan. In the first place a lease is a contract. It does not make any 
difference whether the lessor is the contractual party, whether he is the Secretary 
of the Interior, or whether he is the newly created State or States of Alaska. 
It is inviolate. 

You cannot break the contract except with the consent of both parties. Now, 
there would not be any objection—— 

Senator JAcKSON. That is elementary. 

Mr. HorrMan. It certainly is. As far as the navigable waters are concerned, 
Mr. Chairman, there would not be any objection if the lessee consents and the 
State of Alaska consents to making a new contract, but we could not violate the 
lessee’s rights and obligations under that contract because it is a change of 
ownership. 

Senator Jackson. I think the Department of the Interior, if it is going to 
adequately protect the State, should in any future leases stipulate that these 
leases shall be subject to whatever revision may be made by the new State. 
I mean, you can lease out good lands so that the new State will not have any 
good lands to lease. 

Mr. HorrMaNn. The incentive would be to encourage leasing out so that the 
possible discovery could be made of oil and gas in Alaska. 

Senator Barrett. If the Senator will yield to me, if that policy were followed 
out and if an oil company were to go up there and spend several million dollars 
and discover oil fields and then this Congress should pass a statehood bill, I 
assume that the people of Alaska would be smart enough to demand a 50 percent 
royalty. 
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Senator Jackson. No. 

Senator Barrett. I think you are smart enough to know that if they have a 
producing field that the thing to do is to get all they can under those conditions. 

Senator Jackson. I am thinking about the welfare of the new State. There 
is no reason in the world why these contracts cannot be made subject to the 
sovereignty of the State. 

It is conceivable under this that you are going to have all of these good lands 
tied up under long-term leases so that the State cannot touch them. 

Senator Barrett. If you can draw up contracts that way, I will say to the 
Senator he is in the wrong business. He ought to be out working for the oil 
companies of this country because you can make several million dollars in just 
a short time drawing up contracts like that. 

Senator Jackson. Why not? 

Senator Barrett. It is like I told you. If you have the right to raise the 
royalty after they discovered oil 

Senator Jackson. I did not say that. Why can they not do as I said? 

Senator Barrett. You said to draw a lease so that when the State is admitted 
to the union they would have the right to increase the royalty under the lease. 

Senator Jackson. Certainly. The alternative is that under this bill the 
Department, of course, can enter into a long-term lease. 

Senator Barrett. Certainly. 

Senator JAckson. And, in effect, unless there is some limitation, they can, in 
effect, turn over the most valuable land. It is known as a fact that the Federal 
Government does charge a much lower rate as compared with large oil-producing 
States as far as royalties are concerned. 

The main argument on the tidelands oil bill was, and I listened to it, as you 
did, for a long, long time, that the Federal Government was not charging nearly 
what the States were charging as far as revenue is concerned. 

Therefore, you cannot make the allegation that the oil companies were behind 
the business of turning it over to the State because the States were charging a 
much higher rate. 

I think this was the gist of the argument. 

Is that right, Mr. Hoffman? 

Mr. HorrMan. Partially; yes, sir. We are charging a higher rate in the 
Outer Continental Shelf than we were in the States to make it comparable, for 
instance, with what Louisiana does. 

Senator Jackson. But that was put in as a result of the tidelands bill. 

Mr. HorrMAn. Yes; and we charged 16% override royalty. We charge a 
higher rental. As compared with 25 cents an acre, we charge $3 an acre rental. 

So, I think under the present, and that is not material here, under the present 
Outer Continental Shelf Act we very much compare with what the States are 
getting. 

In here I want to emphasize that if no discovery is made during the extended 
period, that is, a total of 10 years, then the State, if they have statehood, can 
get any kind of lease for those lands that they wish to. 

Senator Barrett. Let me ask this question: Is not the issue here simply this, 
Mr. Hoffman, that now in this legislation we are concerned with transferring to 
the State of Alaska, if and when it is admitted to the Union, all the rights that 
the Federal Government might have in leases then in force and effect and also 
any other lands that go to the State? 

Mr. HorrMan. Yes. 

Senator Barretr. Now, we are not at this time concerned with the matter of 
royalties in those leases. If we wanted to make any change in the royalties that 
would be applicable to the Federal leases, that would be a subject of another 
piece of legislation. Am I right about that? 

Mr. HorrMan. I think you are right, sir. 

Senator Barrett. So that here we are simply considering making the State of 
Alaska, if and when admitted to the Union, subrogated to the rights that the 
Federal Government might have on these navigable-water leases. 

Mr. HorrMaAn. Except to this point, this bill provides under the Mineral Leas- 
ing Act Alaska would get 90 percent of the income of that 12% percent or 5 
percent, whichever the case may be, and of the rentals. 

As to navigable waters if Alaska goes into statehood they would get 
100 percent of the navigable waters. 

Senator Barrett. That is my understanding up to now. 

Will the State of Alaska be prejudiced in the selection of any lands up there 
because of the discovery of oil? 
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Mr. HorrMan. No, sir. My understanding of the present statehood bill that 
is pending in the Congress is that Alaska would have the right to select some 
143 million acres of land and without regard to its mineral character, that is, 
they could select mineral-valuable lands. 

Senator Barretr. So they would get the full interest in that? 

Mr. HorrMan. Yes. 

Senator Barrett. They would get 90 percent of the royalty in the balance of 
the land? 

Mr. HorrMan. Yes. 

Senator Barrett. They get all of the income from the navigable waters? 

Mr. HorrMaNn. That is correct, sir. 

Senator KucHe.. Let me ask a few questions, Mr. Chairman. 

First of all, under what authority are leases entered into today on the uplands 
of Alaska? 

Mr. HorrMAN. Under the authority of the Mineral Leasing Act of February 25, 
1920, as amended. 

Senator Kucuet. Does the Territory of Alaska have any present right to make 
leaseholds for oil discovery? 

Mr. HorrMaNn. NO, sir. 

Senator KucHe.. Under the Mineral Leasing Act does the Department of the 
Interior today have any right to negotiate leases in navigable waters? 

Mr. HorrMan. No, sir; not negotiate leases. If lands are not on a known field 
of a producing structure under the Mineral Leasing Act the first qualified appli- 
cant has a preference right to a lease. 

Senator KucHet. So that where the House of Representatives report reads in 
part as follows: 

“The need for this legislation is emphasized by the absence of authority in 
either the Federal or Territorial Governments for leasing the lands lying be- 
neath inland navigable waters such as bays, estuaries, lakes, and rivers, although 
the title thereto is held by the United States in trust for the benefit of the future 
State of Alaska. The Federal Government leases only the land areas bordering 
upon inland navigable waters. Thus, parties holding leases on areas bordering 
on such inland bodies of navigable waters, if a producing field is discovered, 
drain oil and gas from the water-covered deposits. This results in a loss of 
income to Alaska which, when it becomes a State, will acquire title to the areas 
in question.” 

Do I understand that the Department here is seeking the opportunity to enter 
into leases in those navigable waters to offset what otherwise would be a drain- 
age to the uplanc leases? 

Mr. HorrMAaN. In the event of the discovery of oil. 

Senator Kucuet. Is there anything in the bill as to the amount of royalty to 
be paid? 

Mr. HorrMaNn. That is governed by the leasing act already in existence. 

Senator KucHetL. Then I think it would be fair to say, Mr. Chairman, if there 
is any apprehension on the part of the chairman, or anyone else, with respect 
to the amount of royalty it would be fair to say that runs to the Mineral Leasing 
Act rather than to this bill. Is that not correct? 

Senator Jackson. Right. 

My concern is that we are going to be tying up on a long-term basis a lot of 
valuable land and that the State would be powerless to modify the leases that 
may be entered into. 

Senator Kucuet. Is it fair, however, to say that to the extent that that 
might—I do not know if it does—but if that does constitute a hazard to the 
Territory of Alaska, is not that hazard in being now under the Mineral Leasing 
Act? 

Senator Jackson. I am going to ask him next how many leases have already 
been entered into. 

Mr. HorrMan. I think I have that information here, Mr. Chairman. 

We have approximately 9 million acres under lease. We have 4,900,000 acres 
leased under the special development contracts. That is special contracts that 
are made by the Secretary of the Interior to encourage prospecting and discovery 
of oil and gas in Alaska whereby they agree under special terms to spend so 
much money per year, to drill so many wells, within intervals, and then we have 
2,600,000 acres under lease where they bind individuals not under special 
contract. 
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Senator Jackson. What is the difference between a lease and special contract? 

Mr. HorrmMan. Under a special contract they obligate themselves to the Secre- 
tary of the Interior to drill a well, say, beginning 6 months after consummation 
of the agreement, in large areas, to drill a well and if they fail to discover within 
3 months, drill another well. 

Senator Jackson. How many acres in that category? 

Mr. HorrMan. 4,900,000 acres. 

Senator Jackson. Is that being implemented ? 

Mr. HorrMan. The actual drilling on many of those areas—— 

Senator Jackson. What is the extent of the drilling operation now underway ? 

Mr. HorrMan. The Philips Petroleum Co. with Kerr-McGree who joined them 
1 eee three wells, none of which is producing. They had 2,100,000 acres 
all told. 

Senator Jackson. Is that all they have to do under the terms of the lease? 

Mr. HorrMan. No, they are @rilling other wells. It is a continuous thing. 

Senator Jackson. I thought you said under the special contract they had to 
start drilling within 6 months. 

Mr. HorrMan. That is right; they did. 

Senator Jackson. To what extent? In 6 months how many wells on 2 mil- 
lion acres? 

Mr. HorrMan. They drilled the first well within 6 months, the second well 
within the next 6 months, and the third well within the following 6 months. 

Right now they are obligated to spend approximately $1,200,000. They ac- 
tually spent $8% million. They had difficulties there. They spent way beyond 
what the department required them to spend. 

We have several contracts. We have the Colorado Oil & Gas Co. in the 
Kenai Moose area. There, too, they have approximately 1 million acres. 

They just began drilling this summer. 

We have other areas by the Richfield Oil Co., unitized area, where they are 
actually engaged in drilling operations. 

Thus far all the wells that have been drilled are dry. We zre hoping some 
day somebody will discover oil in paying quantities in these ares, but I am not 
in a position to predict how near we are to that state. 

It may be likely that at the end of 10 years there won't be any discoveries 
in those areas. 

Senator Jackson. Under the Mineral Leasing Act, what is the maximum life 
of these? 

Mr. HorrMaNn. It is 10 years and as long thereafter as oil and gas is pro- 
duced in paying quantities. 

Senator Jackson. In any event, they have 10 years in which to develop? 

Mr. HorrMANn. That is right. It is 5 years with the right of extension for 5 
years. 

Senator Jackson. As a practice you give them 5? 

Mr. HorFMAN. We give them 5 under certain conditions. Land may be with- 
drawn from leasing by the use of the Army. 

Senator Jackson. Supposing there is no Federal requirement, what is your 
policy? 

Mr. HorrMAaNn. I do not quite understand the question, Mr. Chairman. 

Senator Jackson. Supposing there is no Federal requirement for the land? 

Mr. HorrMaNn. Then it is mandatory, other than some barred -for issuing the 
lease, it is mandatory to give them a 5-year extension. 

Senator Jackson. Other than a Federal use requirement, what other con- 
ditions are there? 

Mr. HorrMAN. The other conditions are, instead of getting 5 years should oil 
or gas be discovered in that area during the first 5-year period, and geological 
survey defines the land as being within the structure of a known oil and gas 
field, then they would only be entitled to 2 years instead of 5. 

Senator Jackson. They have 2 years in which to get going? 

Mr. HorrMaAn. And try to make a discovery. 

Senator Jackson. So if they discover, then they have, of course, the life of 
the property? 

Mr. HorrMaN. Well, they have more than that. It is indefinite. If they 
make a discovery on their leasehold, then it goes on and on until the oil is 
exhausted. It is for 5 years and as long thereafter as oil and gas is produced 
in paying quantities. 

Senator Jackson. When was the first lease entered into in Alaska ? 
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Mr. HorrMan. I do not have the facts now, but I know that the Standard Oil 
Co. was up there in early 1930’s or the late 1920’s, under the permit system. 

Senator Jackson. But the big leasing effort occurred after World War II? 

Mr. HorrMan. Yes, sir. Practically all major companies are now interested. 

Senator Jackson. When were the first major companies in after World War 
Il? 

Mr. HorrMan. About 6 years ago. 

Senator JacKSON. You have already extended some of those leases, I take it? 

Mr. HorrMan. The 10 years are not up. The 5 years have been extended; 
yes, sir. But under a unit plan they have to get the extension of 5 years but 
should a discovery be made, then all the leases within that unit would be co- 
extensive with the life of the unit. 

Senator Jackson. Mr. Hoffman, section 6, what is the precedent for the pref- 
erence provision? 

Mr. HorrMAN. The purpose of section 6 is that if any lease was outstanding on 
January 1, 1957, or if an offer was filed on which lease has not as yet issued, 
the lessee, where navigable waters are embraced within the boundaries of that 
leasehold—you see, we eliminated all navigable waters in issuing the lease— 
would have a preference right for a period of 1 year within which to obtain a 
lease for these navigable waters. 

The purpose of that is so he would have a complete unit. 

Senator Jackson. I understand all that. My question was: What is the 
precedent for it? 

Mr. HorrMaNn. Well, this is a novel question about navigable waters because 
in the States the navigable waters are controlled by the States. This is a Terri- 
tory and it is the first time 

Senator Jackson. You do not mean that. The navigable waters are under 
the control of the Federal Government, but the submerged land under navigable 
waters is owned by the States. 

Mr. HorrMAN. I am limiting my discussion for the purpose of oil and gas 
leases 

Senator Jackson. No, but do you agree with my statement? 

Mr. HorrMan. Yes, sir; you said navigable waters are controlled by the 
Federal Government? 

Senator Jackson. The submerged lands under navigable waters are owned 
by the States? 

Mr. HorrMan. Yes, sir. 

Senator Barrett. Any leases that have been issued exclude navigable waters? 

Mr. HorrMANn. Yes, sir; because there is no authority for the Territory to 
lease anything for oil and gas and there is no authority for the Federal Gov- 
ernment unless Congress gives such authority. That is the purpose of the bill. 

Senator BAarretr. Are there any leases up there adjoining navigable waters 
that are producing at the present time? 

Mr. HorrMan. No, sir; we have no production in Alaska. 

Senator JAcKsoN. What is the precedent? 

Mr. HorrMaNn. Mr. Chairman, I maintain that we have no precedent because 
such a situation has not occurred. The States now give leases for navigable 
waters in continental United States. 

Senator JaAcKson. Let me ask you this question: 

Suppose oil is discovered adjacent to the navigable waters under the Mineral 
Leasing Act, am I correct in understanding that the adjoining land would have 
to be leased on a competitive-bid basis? 

Mr. HorrMAn. If the discovery is made of oil and gas, then our technical 
bureau of the Interior Department, Geological Survey, defines an area which is 
affected by that discovery, that is, where it would be known as containing oil 
and gas, and under the Leasing Act you have to issue it by competitive bidding. 

Senator Jackson. Why are you making an exception here? 

Mr. HorrMan. We are not making an exception. 

Senator JAcKson. You are not? 

Mr. HorrMAN. NO, sir. 

Senator Jackson. So that under this, in other words, if oil or gas were dis- 
covered adjacent to the lakes, then, within this 1-year period they would not 
have a preference; they would have *o subject it to competitive bidding? 

Mr. HorrMANn. Yes, sir; the Mineral Leasing Act provisions would still apply. 
You cannot give first-come-first-served, noncompetitively, on lands which are 
classified as being within the structure of a known field, and the discovery would 
ereate such a structure and we would have to offer it competitively. 
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They only have a preference right not against the United States, but against 
other people that may file for the land. 

Senator Jackson. I understand, but I am raising this question under the 
preference provision. 

I understand that the oil company that now has a lease on the land abutting 
the navigable stream or lake, or whatever it might be, inland waters, would 
have the right to lease the adjoining submerged area as defined in this section. 

Mr. HorrMan. Yes, sir. 

Senator Jackson. Is that right? 

Mr. HorrMan. In the absence of discovery. 

Senator Jackson. Yes. They have 1 year within which to exercise this 
preference? 

Mr. HorrMaNn. Yes, sir. 

Senator Jackson. If during that 1-year period oil or gas is discovered, do I 
understand that they would not be able to exercise their preference, but would 
have to seek that property through competitive bidding as provided in the 
Mineral Leasing Act? 

Mr. HorrMan. Yes, sir. 

Senator Jackson. So this section is limited by that provision? 

Mr. HorrMan. Yes, sir. Nothing in this act modifies the provisions of the 
Mineral Leasing Act. The preference right is against others, not against the 
United States. 

Senator Jackson. It does affect others in that they can come in and bid. 

Mr. HorrmMan. I mean in the absence of discovery others may file applica- 
tions, but we won’t act on them until that 1 year lands to see if those entitled 
to the preference exercise that preference. 

Senator Barrett. May I ask a question? 

Senator Jackson. Certainly. 

Senator Barrett. Mr. Hoffman, who owns the oil and gas under the navigable 
waters of the Territory of Alaska at the present time? 

Mr. HorrMan. It is held in trust by the United States for the better of the 
future State in Alaska. 

Senator Barrett. Not for the Territory of Alaska? 

Mr. HorrMan. Not for the Territory. The Territory can only get what you 
in Congress provide by law, as in this case, it gives them 90 percent. 

When it becomes a State it will be entitled to the 100 percent under navigable 
waters. 

Senator Barrett. My second question is this: What authority does the Secre- 
tary of the Interior have under the Mineral Leasing Act of 1920 to execute a 
lease on the navigable waters of Alaska as trustee? 

Mr. HorrMaNn. It has not any authority. 

Senator Barrett. I do not think you can do this at all. 

Mr. HorrMAN. Without legislation. 

Senator Barrett. There is no authority at the present time, as I see it. 

Senator Jackson. I am sorry, I missed the question. 

Senator Barrett. I asked him first who owned this property up there. He 
says the State of Alaska owned it, but the United States holds the legal title as 
trustee for the State of Alaska—— 

Mr. HorrMAN. For the Territory of Alaska. 

Senator BARRETT. No. 

Mr. HorrMan. Future State. 

Senator Barrett. Not for the Territory; it is for the State when it is ad- 


mitted to the Union. 
Under the Leasing Act the Secretary of the Interior has no authority to issue 


a lease as trustee. 

Senator Kucuet. That is why you have this bill before you. 

Senator BarRRETT. This does not give them authority as trustee. This is the 
Secretary of the Interior. He is acting here as trustee, not as the owner of the 
property. 

Senator KucHe.. What difference does that make? 

Senator Barrett. It make a lot of difference. Because there are the rights 
and duties and obligations of the United States to secure as high a standard as 


the owner. 
Senator Kucuet. What difference does that make in the consideration of 


the bill? 
Senator Barrett. It makes a lot of difference because the chairman is ques- 


tioning the royalty rates. 
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Mr. HorrMaN. Senator Barrett, in lieu of acting as trustee, the bill provides 
the amount of income that the Territory will get now prior to statehood. It 
gives them 90 percent. Ten percent, of course, theoretically, is for administra- 
tion of the Mineral Leasing Act. 

Senator Kucnet. And tells the Territory what it can do with the money? 

Mr. HorrMan. Yes, sir; 3744 percent is to be spent for schools and roads, and 
the other 5214 percent for whatever uSe the Legislature of the Territory may 
prescribe by law. 

But in addition to the royalties, and I think we overlook the fact that we are 
now getting an income of a quarter of a million dollars for Alaskan rentals. 

You see, they get 90 percent under this bill, they get 90 percent of the rentals. 

While the rentals are more or less nominal, that is, they pay 25 cents an acre 
in Alaska rather than 50 cents an acre in the States, under the Mineral Leasing 
Act there is no rental for second and third years, they pay for the fourth and 
fifth years, yet it has amounted to a quarter of a million dollars a year. 

Senator Kucuet. Is there anybody appearing in opposition to this bill? 

Senator Jackson. I don’t know. 

Mr. HorrMan. I don’t think so. 

Senator Jackson. I have not been advised of any. We will wait and see who 
is here. To my knowledge it is not. 

Are the boundary lines pretty well determined in connection with this legis- 
lation? 

It says in section (b) of section 1: 

“The term ‘coastline’ means the line of ordinary low water along that portion 
of the coast which is in direct contact with the open sea and the line marking the 
seaward limit of inland waters ;” 

This is the definition of coastline. 

Then in section 4, it provides: 

“Upon written application from any lessee or applicant for lease hereunder 
the Secretary, unless a determination has been previously made by a court of 
competent jurisdiction, shall determine whether any body of water in the Terri- 
tory of Alaska is inland navigable water subject to the provisions of this Act.” 

What are your guidelines for that? 

Mr. HorrMan. We have with us our cadastral engineer who is more com- 
petent to answer survey questions and coastlines than I am. I am more con- 
cerned with the legal aspects of the law. 

Senator JAcKsOoN. Why do you not call him up? 

Will you state your name for the record. 


STATEMENT OF EARL HARRINGTON, BUREAU OF LAND MANAGEMENT 


Mr. HARRINGTON. My name is Earl Harrington, Bureau of Land Management. 

Senator Jackson. Do you feel under the provisions of this bill you can, with 
certainty, advise the Department as to the boundary lines that are subject to the 
leasing provisions of this proposed bill? 

Mr. Harrineton. Of course, Mr. Chairman, it is going to be a big job in 
Alaska. We have thousands of islands up there, also bays and estuaries. 

We have to determine what are inland waters and whether a bay is part of 
the open sea or inland water. 

Along the low water mark where it comes in contact with the sea there would 
be no trouble at all. Wecan get the low water mark all right. 

The big trouble is to determine what bays. Of course, we are working on a 
certain formula—rather advice—from the Department of Justice and the State 
Department in connection with determining what are inland waters down in 
Louisiana, California, Texas, and we will follow the same principles, the same 
formula for Alaska. 

It is going to be a hard job, though. 

Senator Jackson. It is pretty difficult, is it not? 

Mr. Harrineron. It is. 

Senator Jackson. In the light of the coastline of Alaska? 

Mr. HARRINGTON. Yes, sir. 

Senator Jackson. Under this bill, how far would you be able to go out in an 
extreme situation where you have a bay that extends inward some distance? 

Mr. Harrineton. Now, if the headlands are not over 10 miles apart, generally 
- 7 aa deep bay the line of inland waters will extend from headland to 

eadland. 
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If it is a shallow bay under a certain formula, then even though it has a pro- 
aomeern headland, but a shallow bay, then the line of inland waters will follow 

e shore. 

That is worked out under the Boggs formula, as we call it. 

We put certain ares around to determine what percentage of the bay is within 
a certain envelop of the arc. 

Senator Jackson. You have not worked out any lines on this as yet? 

Mr. Harrineton. No, sir. 

I will say this, in areas where there are prospects of oil and so forth, these 
shallow bays, I think the oil companies are interested in, inland waters of the 
coast, I think we can determine the line of demarcation in most of those bays. 

Senator Jackson. Take a shallow bay. They will be able to drill in the tide- 
land ; is that right? 

Mr. Harrineton. Yes, on a shallow bay they will go out to the low water mark. 

Senator Jackson. To the low water mark? 

Mr. Harrineton. Yes, sir; but they cannot go out to the submerged land 
beyond the low water mark. The low water mark is the coast. 

Senator Jackson. That is as far out as they can go? 

Mr. Harrineton. Yes, although a shallow bay, if the line, from headland to 
headland, then they can go out in that water beyond tideland because the coast- 
line would be from headland to headland. 

Senator Jackson. That is right. 

So in that situation they would be able to drill in the water? 

Mr. Harrineton. Yes, sir; but within the boundaries of Alaska though, be- 
cause the boundaries of Alaska would go from headland to headland. 

Senator Jackson. Yes. I understand that. 

Some of these bays run in a tremendous distance, do they not? 

Mr. HARRINGTON. Yes. 

Senator Jackson. Many, many miles? 

Mr. Harrineton. Many miles. 

Senator Jackson. So they would be able to drill in that entire bay area as 
long as it is not beyond the headlands? 

Mr. Harrineton. That is right. 

Senator Jackson. There may be the impression that tidelands are not involved 
here. I am just trying to clarify it. That is why I am asking these questions. 

There is a tremendous amount of tideland involved? 

Mr. HARRINGTON. Yes, sir. 

Senator Jackson. It could be as far as 10 miles across? 

Mr. HARRINGTON. Yes. 

Senator Jackson. As a matter of fact, it could be more than 10 miles across 
the bay if the bay has a narrow neck coming in and it widens out? 

Mr. HARRINGTON. Yes. 

Senator Jackson. You do not have any idea how many thousands of square 
miles would be involved? 

Mr. HaArrineton. I don’t know. 

Senator Jackson. But it would be many thousand square miles? 

Mr. Harrineton. Yes, sir. 

Senator Jackson. Of course, the problem in connection with the lakes is not 
difficult? 

Mr. Harrineton. No. It is pretty much a question of fact. 

Senator Jackson. Insofar as navigable lakes are concerned, all lakes are 
navigable? 

Mr. Harrineton. Yes. 

Mr. HorrMan. In Alaska, anyway. 

Senator Jackson. Yes. But under the Supreme Court decision if you can 
float a sliver on it, it is navigable. 

What about on section 6, line 12? It has been called to my attention here. It 
refers to “beneath navigable waters.” Should that not be “beneath inland 
navigable waters”? That is line 12 on page 4, section 6. I do not think navi- 
gable waters are defined, are they? 

Mr. Harrineron. I believe they are. Under (a)—— 

Senator Jackson. Line 12 now reads: 

“* * * those lands beneath navigable waters without regard to acreage limi- 
tations, except that the provisions of this section shall not entitle any party, 
with respect to any one lease, application, or offer effective or pending on 
January 1, 1957, to a preference right to lease more than six hundred and forty 
acres of land beneath any single body of navigable waters.” 
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When used in this. act 

Mr. Harrineton. That is the definition under this act. 

“The term ‘lands beneath inland navigable waters in the Territory of Alaska’ 
means (1) all lands within the boundaries of the Territory of Alaska,”. 

Senator Jackson. Right, but the point is, do you not see your definition refers 
to “lands beneath inland navigable waters” ? 

Now, you are using “beneath navigable waters.” 

Mr. Harrineton. That would make it clear. That is what the bill is for, 
inland navigable waters. 

Mr. HorrMAn. On section 7, page 5, we use the term “beneath inland naviga- 
ble waters,” also. 

Delegate BARTLETT. With your permission, Mr. Chairman, several amendments 
along that line were suggested by Mr. Benton before the House committee. 

Senator Jackson. Was that amendment included, “inland”? 

Delegate BARTLETT. Yes. 

Senator Kucuert. What bill do we have before us, Mr. Chairman? 

Senator Jackson. The Senate bill. They are identical as introduced. I do 
not know what amendment the House committee included. 

Has this been passed by the House? 

Delegate BARTLETT. It is before the House now. 

Senator JAcKson. On consent calendar? 

Delegate Barrett. Yes. 

Senator Jackson. Has it been passed? 

Delegate BarrLetrT. Not yet. Question was raised on the preference provisions. 

Senator Jackson. Delegate Bartlett, do you have anything further you want 
to say on that? 

Delegate Barrett. Not at all, Mr. Chairman, except that I would like to ask 
permission to incorporate in your record by way of reference the testimony given 
before the House committee by Mr. Phil M. Holdsworth, Commissioner of Mines 
for Alaska, who came down to testify before the House committee on this bill. 

Also I have sent for a copy of chapter 184 of the Session Laws of Alaska, 1957, 
setting up a basic land law. When they arrive I think I will be able to demon- 
strate to you that the Territory has set up a situation whereby the royalties 
would not be greater than those in Federal law. 

Senator Jackson. Of course, if the Territory wants to take less than what the 
States are getting, that is their right. But I want to be sure that the State is 
protected so that we do not have some of these valuable lands tied up. 

Delegate BArTLET?. In that connection, Mr. Chairman, I must emphasize our 
situation is, as Mr. Hoffman has pointed out, that we don’t have a single pro- 
ducing well. If we had producing wells, I think it would be entirely different. 

We want the people in there ; we want production. 

Senator JAcKsoNn. That is right, but we already have some acres again tied up. 

Mr. HorrMaANn. We have tied up in leases 7,500,000. These are round figures. 
And offers pending, upon which leases may issue, are 1,500,000. 

In other words, we ultimately, under the present status of the case, would have 
9 million acres under lease. 

Senator Jackson. How many acres would be subject to lease under this bill? 

Mr. HorrMaNn. Subject to lease would be practically the entire area of Alaska. 

Senator Jackson. No, we are dealing here with navigable waters. 

Mr. HorrMan. I don’t know, Mr. Chairman, 

Do you, Mr. Harrington? 

Mr. HARRINGTON, No, sir; I do not. 

Senator JAcKson. Will you supply that information for the record? 

Mr. HorrMan. Mr. Harrington, could that be supplied without a considerable 
survey of all the inland navigable waters? 

Senator Jackson. The best estimate you have. 

The point is that there are various vast areas that are involved in this. I 
don’t think we ought to give the impression that it is a smaller area. 

Mr. HorrMan. We can approximate. 

Senator Jackson. Certainly, it would be possible on the inland lakes and the 
inland rivers. Your problem on your inland waters is something else on the 
coastline. You have a different problem there because you have not made those 
determinations yet. 

But there is an enormous body of submerged land involved. 

Mr. HarRInecTon. I think there are some statistics some place that give the 
land area and water area of the Territory of Alaska. 

Senator Jackson. See what you can find on that. 











132 ALASKAN SUBMERGED LANDS 


Delegate Bart.LetT. Mr. Chairman, Mr. Holdsworth testified before the House 
committee that the area involved would be approximately 15 million acres. 

Senator Jackson. Would it not be more than that? 

Delegate Bartietr. That was his estimate. 

Senator Jackson. Does that include the inland bays? 

Delegate BARTLETT. He said this: 

“Although accurate figures are uot available, a rough estimate of the land 
area covered by nontidal navigable waters indicates approximately 15 million 
acres.” 

Senator Jackson. Nontidal? 

. Delegate BartiettT. Yes. 

“Those lands permanently or periodically covered by tidewater from the 
line of mean high tide seaward for 3 geographical miles comprise an estimated 
42 million acres.” 

Senator Jackson. He qualified his statement, though, on nontidal waters. 
I am raising the question of tidal waters being vast areas in Alaska that are 
not included in his estimate. 

Senator Barrett. I should think you would add the two together. 

Senator Jackson. Yes, but then he goes on to discuss 3-mile limit and beyond. 

Senator Barrett. 42 and 15 would be the figure that would be subject to this 
legislation. 

Delegate BARTLETT. No, the 42 would not. 

Senator Jackson. All he has given is an estimate of the submerged land 
Other than the tidal land, but we include tidal lands. 

Do you have anything further, Mr. Hoffman, on this now? 

Mr. HorrMan. Nothing except that the policy of the Department, and I 
daresay the policy of the Government, is to encourage the discovery of new 
sources of supply—that is one policy—of oil and gas. 

Secondly, to improve the economy of Alaska both by way of population, 
income, and development of its natural resources. 

In line with that policy I believe this bill would go a long way in assisting 
in encouraging the exploration for oil and gas in Alaska. 

Senator Jackson. I am sure there is no dispute about the desire of all of 
us to see that the Territory is properly developed as to oil and gas potentials. 
Everyone is interested in that. 

It is only a problem of trying to make sure that the public interest is 
adequately protected. 

Senator Kucue.. Let me ask you this: Where is the jurisdiction on sub- 
merged lands seaward of the low water mark around the Territory of Alaska? 

Mr. HorrMan. At the present time there is no provision of law by which the 
United States, either acting as trustee or independently as the United States— 
the inherent powers of the United States—can lease any of the submerged lands. 

Senator KucHet. Quite aside from the narrow problem of whether it has the 
right to lease, or not, which I understand from your answer it does not, what, 
aside from that—who has jurisdiction over the submerged lands out to 3 miles 
seaward of the low-water mark? 

Mr. HorrMan. I would say the United States. 

Senator Jackson. There is not much dispute about that point; is there? 

Mr. HorrMan. No, sir. 

Senator KucHet. On that basis, is it not true we are not dealing in this bill 
with so-called tidal waters? 

Mr. HorrMan. We are not, except as the chairman pointed out, that in deter- 
mining the boundaries of inland waters which include bays, you may encroach 
on tidal waters. 

Senator KucHet. Now, you are giving an opinion which maybe is not particu- 
larly important here, but the fact of the matter is that when you determine what 
constitutes inland areas, you thereby exclude their being defined as tidal; do 
you not? 

Mr. HorrMan. Yes, sir. 

Senator Kucuet. I do not care how big a bay is, or what kind of line you 
run, the line that you run distinguishes tidal waters from inland waters? 

Mr. HorrmMan. By the terms of this act they would be considered as inland 
waters. 

Senator Jackson. But tidal waters in this case are inland waters? 

Mr. HorrmMan. Yes, sir; by the terms of this act they would be considered 
inland waters. 
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Senator Jackson. What you are doing is defining the coastline? 

Mr. HorrMan. Yes, sir. 

Senator Jackson. When you talk about land out to the 3-mile limit, it is the 
land from the coastline out to 3 miles? 

Mr. HorrMAaNn. Yes, sir,. 

Senator Jackson. The big problem is, Where does the coastline start? 

Senator Kucner. Maybe we are just quick, Mr. Chairman, but I think when 
you read those first few lines: 

“The term ‘land beneath inland navigable waters in the Territory of Alaska, 
means (1) all lands within the boundaries of the Territory of Alaska, which are 
covered by nontidal waters that are navigable under the laws of the United 
States, up to the ordinary high-water mark as heretofore or hereafter modified 
by accretion, erosion, and reliction, and (2) all lands within the boundaries 
of the Territory of Alaska which are permanently or periodically covered by 
tidal waters and which line landward of the coastline” 

Senator Jackson. So there you have it. 

Mr. HorrMan (continuing). “Up to but not above the line of mean high 
tide.” 

Senator Kucnuet. So tidal waters are determined to be nontidal when the 
line determines that they are inland? 

Mr. HorrMan. That is right. 

Mr. Harrineton. Around Anchorage there are miles of tidelands up ahead—— 

Senator Jackson. There you go for miles and miles and miles. I think it 
would be a wrong impression when we use the term “nontidal” to say thut there 
is not going to be drilling in water. 

They are going to be drilling in water, vast areas, tremendous. There is no 
other area comparable to it in continental United States. 

Senator Barretr. That is why I questioned a moment ago this estimate of 
15 million acres, taking into consideration the vast area of Alaska and how 
much of it is under water. 

Senator Jackson. The point was that the 15 million acres related only to in- 
land lakes and inland rivers. 

Delegate Bartlett excluded the tidal area. Then he went on to say beyond 
the coastline there are 42 million acres. 

But there is this chunk in the middle that was left out. This is the biggest 
part. 

I am sure that the so-called tidal and nontidal waters back of the coastline 
are much greater than the lakes and rivers. 

Mr. Harrineton. I would agree with you on that. Take that bunch of is- 
lands south of Juneau and Sitka, the boundary goes on the outside there. 
Those are all tidal waters. 

Senator Jackson. Do you have anything further, any of you gentlemen? 

Mr. HorrMAaNn. NO, sir. 

Senator Jackson. Mr. Woozley and Mr. Coulter. 

Senator Barrerr. Delegate Bartlett, have the officials of the Territory of 
Alaska accepted the terms of the bill taking into consideration the provisions 
of the Leasing Act of 1920? 

Delegate BarTLettT. I don’t know that there has been any official acceptance. 

Senator Barrett. Did the Legislature of Alaska take some action? 

Delegate Bartietrr. Yes. I am going to have a copy of that law here for 
your perusal. 

Senator Barrett. Din they consider this bill? 

Delegate BArTLET?Y. They considered the principle of the bill, yes. 

Senator Barrett. So this legislation is satisfactory all the way around so far 
as the Territory of Alaska is concerned? 

Delegate BARTLETT. That is my understanding. 

Senator Barrett. That is all, Mr. Chairman. I have to leave. I appreciate 
the opportunity of listening to this debate. 

Senator Jackson. Mr. Woozley, do you have a statement that you would like 
to make at this time? 





STATEMENT OF Epwarp Wooz ry, DIREcTOR, BUREAU OF LAND MANAGEMENT, Ac- 
COMPANIED BY KIRKLEY S. CouLter, Deputy Director, Orrice or TERRITORIES 


Mr. Wooztey. Mr. Chairman, it is a pleasure to come over and participate in 
the discussions on this proposed legislation. I am glad that Mr. Hoffman and 
Mr. Harrington were here from our staff to assist in answering some of the 
questions. 
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We would just like to point out that we believe there is a difference between 
submerged lands, the land between navigable lakes and streams, and ordinary 
grant lands for the Territory of Alaska. 

We believe that legislation for handling the grant lands is progressing in an 
orderly manner, but it seems that something should be done to not only collect 
revenues from these lands beneath navigable lakes and streams, but also to 
practice good conservation measures. 

We think the bill as now proposed would protect and encourage development 
of these lands. We feel that it could be handled much the same as the Mineral 
Leasing Act is now handled and that it will give us authority, the Department 
of the Interior, authority to act as trustee in leasing, protecting, and conserv- 
ing the resources of Alaska. 

Mr. Harrington, of course, and Mr. Hoffman, are here to assist in answering 
any technical questions. I just came over this morning to endorse the principles 
of the bill. 

Thank you. 

Senator Jackson. Do you know of any precedent in connection with the pref- 
erence provisions provided for in section 6? 

Mr. Wooztey. Not with mineral leasing. There are inland sales, Mr. Chair- 
man, where a. person owns lands and they are surrounded or they surround pub- 
lic lands, the person has a preference right in purchasing those lands. 

So there is a precedent, but not that I know of with mineral leasing. 

Senator Jackson. Why was the date of January 1, 1957, set? 

Mr. Wooztry. Well, it was an arbitrary date. We felt that during the course 
of the legislation if it were left open that there would be a rush of filings made 
in Alaska in order to file around the navigable lakes and streams and get the 
preference rights that they would afford. 

We thought the ones who had in good faith made applications or were holding 
leases by some date, January 1 was set up as an arbitrary date—— 

Senator Jackson. Were a lot of leases made before that on adjacent lakes 
and rivers? 

Mr. Wooztey. No, sir; not more than usual, but there have been quite a few 
applications filed since January 1. 

Senator Jackson. Will you supply that information for the record, as to the 
times, the dates when the leases were granted in connection with lands border- 
ing the inland waters covered by this bill? 

Mr. Wooziry. We can supply the information as to the leases in existence 
and the leases that have been applied for. 

It is pretty difficult to separate the ones that are by navigable lakes and 
streams. 

Senator Jackson. I do not care what companies are involved. I am not in- 
terested in that. I want to find out from the standpoint here of the date fixed 
of January 1, 1957. 

Mr. HorrMan. I might add that we began the study of legislation, and it was 
publicized more or less in the Alaska papers, of getting authority to lease these 
navigable streams, by January 1 of this year. 

Senator Jackson. Was there any public discussion of it prior to January 1? 

Mr. HorrMan. Not much. 

Senator Jackson. Did the Department discuss this with anybody prior to 
January 1? 

Mr. HorrMANn. No, sir; but since legislation was being formulated for that 
purpose, many speculators came in and filed heavily on these navigable streams 
in the hope that the bill might contain some preference right, and they eould 
take advantage of it. 

We felt it was only fair that those who already had leases, or who had offere | 
to file when the study began, should be given preference right rather than thos 
who came in after it became public knowledge that such a bill woul r 
sidered. 

Senator Jackson. I just want to get one point clarified for certain .. th 

Were there any negotiations by anyone within your Department or within tic 
Department of the Interior regarding the proposed legislation prior to January 
1, 1957? 

Mr. Wooztey. Not that I recall. 

Senator Jackson. Mr. Coulter, would you check that for the Department? 

Mr. Courter. I will check, but I don’t know of any. But I will check. 

Senator Jackson. I was contacted, myself, prior to January 1. That is why 
I asked the question. It was a short time prior, but I want to make sure. 
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Mr. HorrMan. It may have been a short time prior. I think your letter to 
the Department was about the time it began, Mr. Chairman. You wrote a letter 
to the Department about the matter in January. 

Senator Jackson. Yes, sir. 

But just check that point, if you will, please. That may be quite material. I 
just want to find out whether there were any negotiations or discussions within 
the Department of the Interior. 

I understand Mr. Baker is here from the Fish and Wildlife Service, Branch of 
Alaska Fisheries, and will you come forward, Mr. Rollins, from the Branch of 
Game Management, Fish and Wildlife Service. 


STATEMENTS OF R. C. BAKER, BRANCH OF ALASKA FISHERIES, FISH AND WILDLIFE 
SERVICE, AND A. F’. RoLLINs, BRANCH OF GAME MANAGEMENT, FISH AND WILD- 
LIFE SERVICE 


Senator Jackson. Have you gentlemen had an opportunity to examine the bill? 

Mr. Ro.uins. Yes, sir; I have. 

I am A. F. Rollins, administrative officer, Branch of Game Management, Bu- 
reau of Sports Fisheries and Wildlife. 

Senator Jackson. Is the Department satisfied, I mean, the Bureau of Fish and 
Wildlife Service satisfied with the provisions of this bill? 

Mr. Ro.uins. Yes, sir. 

There is a provision in section 5 that provides that: 

“All operations under leases issued pursuant to this act shall be subject to such 
rules and regulations as the Secretary of the Interior may prescribe for the 
prevention of injury to fish and game.” 

We feel that the Secretary by that language will obtain sufficient authority to 
impose whatever restrictions he deems necessary on the conduct of operations 
in inland navigable waters to prevent injury to fish and game. 

Senator Jackson. What about pollution of salmon runs and so on, oil 
pollution? 

Mr. Rotirns. It is contemplated that this language would be sufficiently broad 
to enable the Secretary to insist upon adequate provisions in the leases to guard 
against pollution. 

Senator JAckson. How much land do you have—maybe Mr. Baker might have 
these figures—in wildlife refuges in Alaska that would come within the defini- 
tion of this bill? 

Mr. Baker. I think Mr. Rollins has that. 

Mr. Rotuins. I have a list of existing wildlife refuges in Alaska, together with 
the acreage, but it is not totaled. If you like, I could leave this with the 
reporter, and they could list these areas. 

Senator JACKSON. We will have that included in the record. 

It has the complete acreage without the total? 

Mr. Roturns. It has the individual refuges and the acreages included in each, 
but there is no total. 

(The information is on file with the committee for reference purposes. ) 

Senator Jackson. Under this bill would it be possible for the Department to 
lease these submerged lands for oil-drilling purposes? 

Mr. Rewiirins. Yes, sir; it would. 

Senator JAcKsoN. So that it is all a matter of discretion within the Depart- 
ment? 

Mr. Roriins. That is correct. 

Senator Jackson. In other words, the wildlife refuges are set aside by Execu- 
tive order? 

Mr. Roctuins. That is right. 

Senator JAckson. And the Executive order coul¢ be modifi i to prevent oil 
drilling? 

Mr. Rotrins. Or the Secretary, in his discretion, couid refuse to grant a lease 
if he was fearful that operations under such a lease within a refuge would be 
inimical to the interest of wildlife within that refuge. 

Senator Jackson. Can someone from the Department give us a statement as 
to their Department’s policy on this matter? 

Mr. HorrMan. Mr. Chairman, the question of leasing of fish and wildlife areas 
is now under immediate study. We have suspended the issuing of leases on fish 
and wildlife areas until that study is completed. 
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I might add that the study is reaching its end in the very near future and a 
policy statement, as well as revised regulations, is anticipated to come out very 
shortly. 

It is before the Secretary now. The study has been going on since 1953 and we 
hope to have regulations out in the very near future, the aim of which is to 
protect fish and wildlife areas in leasing and bar leasing of certain areas entirely. 

Senator Jackson. Does the Department contemplate leasing any submerged 
lands in any of the refuges that now exist? 

Mr. HorrMan. I cannot say officially that the Secretary approves the recom- 
mendations that are made. They are right before him now. 

But I will say as far as we are concerned, not talking for the Secretary, that 
we anticipate not leasing any fish and wildlife area unless there is danger of 
drainage in the event of discovery, drainage of the oil from the fish and wildlife 
areas. 

Then, under such stipulations as will give full protection to the fish and wild- 
life areas. 

Senator JAcKSsoN. I need not remind you that this is a highly controversial 
question. I want the record pretty clear on this point if this bill comes up on 
the floor. 

I want to make sure that the views of the Department are clear so that we 
will have no difficulty in explaining it. 

We have had some trouble on this point in the past. 

If you can, I would like you to make available to the committee just as soon 
as it is available to you the policy recommendations of the Secretary on this 
subject. 

Mr. HorrMan. Yes, sir; as soon as the Secretary approves the proposed find- 
ings they will be made available to this committee. 

Mr. Wooz.rey. Mr. Chairman, in this connection, and in the study there are 
three distinct types of land when we talk about wildlife areas that I would like 
to put in the record. 

We have wildlife refuges which are completely under the control of the United 
States Fish and Wildlife Service. It is not anticipated that any of those will 
be leased except for drainage. 

We have game ranges which are under the joint control under the Bureau of 
Land Management and Fish and Wildlife Service as far as surface is concerned. 

The subsurface and mineral rights are under the management of the Bureau 
of Land Management. Those have not been determined. 

They have then state coordination lands where the State fish and game de- 
partment of the various States through the Fish and Wildlife Service manage 
lands for wildlife purposes. Those lands are somewhat comparable to the game 
ranges in which the Bureau of Land Management and the fish and State game 
department jointly manage the surface of those lands and the subsurface is 
still under the control of the Interior, so it does have several different types 
of wildlife areas involved. 

Senator Jackson. I want to reiterate again we need to have a clear statement 
on this from the Department. 

You gentlemen are satisfied that the Fish and Wildlife, game resources, and 
so on, are adequately protected under the provisions of this bill? 

Mr. Ro.uins. Yes, sir. 

Mr. BAKER. Yes, sir. 

Senator Jackson. Mr. Coulter, do you have any statement that you wish to 
make on this? 

Mr. Courter. Nothing further, sir. 

Senator Jackson. The next witness is Mr. Robert Patton, chairman of the 
public lands committee, Western Oil & Gas Association. 


STATEMENT OF ROBERT PATTON, CHAIRMAN, PuBLIC LANDS COMMITTEE, WESTERN 
Om & GAs ASSOCIATION 


Mr. Patron. Thank you, Mr. Chairman. 

I believe you have a statement that I prepared for this hearing. 

Senator Jackson. Yes. The statement will be made a part of the record at 
this point, in full, and you may highlight it for the committee. 

(The statement referred to is as follows:) 
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“PREPARED STATEMENT OF RosertT T. PATTON, CHAIRMAN, PusLic LANDS 
COMMITTEE, WESTERN OIL & GAS ASSOCIATION 


“Chairman Jackson and members of the subcommittee, my name is Robert T. 
Patton. I am chairman of the public lands committee of the Western Oil & Gas 
Association, and am appearing in that capacity on behalf of the association in 
support of S. 2242 with certain clarifying language which conforms the bill to 
the corresponding House bill (H. R. 8054) as favorably reported by the Sub- 
committee on Territories and Insular Affairs. The Western Oil & Gas Associa- 
tion represents 80 percent of the oil production, 86 percent of the refining, and 
86 percent of the marketing in the 5 Western States of Arizona, California, 
Nevada, Oregon, and Washington. 


“BACKGROUND AND PURPOSE OF THE LEGISLATION 


“This bill is offered for the purpose of resolving a stalemate which now pre- 
vents any drilling for oil and gas on Alaskan submerged lands. This stalemate 
results from the fact that neither the Territory of Alaska nor the Federal Gov- 
ernment has any power to lease the lands for oil and gas drilling. The Terri- 
tory lacks the power because it does not have title to the lands, which are held 
by the Federal Government, and the Federal Government lacks the power be- 
cause it holds the lands in trust for the future State of Alaska and cannot per- 
mit the development of the oil and gas resources for the benefit of the people of 
the Territory unless Congress acts to authorize it. As long as this situation 
persists any oil and gas resources in these underwater lands will remain un- 
drilled for and undeveloped and of no benefit to the people of the Territory and 
its economy. Interim legislation by Congress to permit oil and gas development 
of these lands while Alaska remains in a Territorial status seems clearly 
indicated. 

“For several years a number of companies and individuals have been carry- 
ing on extensive geological and geophysical exploration in the search for indi- 
eations of possible oil and gas deposits in coastal areas adjacent to these tide 
and submerged lands and inland where many bodies of navigable water occur. 
In addition, some drilling has been and is being done in the upland areas. 
The presence, in these prospective geological areas, of coastal and inland water 
bottoms which cannot be leased for oil and gas drilling necessarily limits and 
retards the search for oil and gas. Geological structures do not stop at the 
arbitrary boundary lines between dry land and underwater lands. They follow 
their allotted subsurface course under these waters and it should be self-evident 
that drilling should be allowed to follow the indicated structural possibilities 
if an adequate search for oil and gas deposits is to be conducted and proper 
development carried on if they are discovered. 


OUTLINE OF THE BILL 


“The Mineral Leasing Act of February 25, 1920 would be made applicable 
to Alaskan submerged lands.—The open Federal public domain lands adjacent 
to and surrounding these underwater areas are subject to leasing by the Secre- 
tary of the Interior under the Mineral Leasing Act of February 25,1920. Section 
2 of the proposed bill would extend the leasing and other pertinent provisions 
of the Mineral Leasing Act to these underwater lands, including both the lands 
beneath inland navigable waters such as lakes, rivers, and the like and the 
tidal and submerged coastal lands of the Territory which lie within the sea- 
ward limit of inland waters. This appears to be the most feasible method of 
leasing these lands in the interest of uniformity of operation and development 
and proper unitization of pools and structures which underlie both dry land 
and submerged lands. The bill does not cover submerged lands lying beyond 
the seaward limit of inland waters. 

“Proceeds to the Territory.—Section 3 of the bill provides that 37% per- 
cent of all lease bonuses, royalties, and rentals from leases issued pursuant 
to the authority of the act shall go to the Territory of Alaska for use for 
public roads and educational purposes, and that 52% percent shall go to the 
Territory for such purposes as the Territorial legislature shall direct. The 
Territory now receives 37% percent of these funds for public roads and edu- 
cational purposes. 

“The interim nature of the bill_—The bill merely provides a means of leasing 
the submerged lands for oil and gas purposes until such time as the Territory 
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achieves statehood or otherwise acquires title to the lands. When either of 
these occurs under section & of the bill, the act would cease to be operative 
as to any submerged lands involved, which would then become subject to leasing 
or other disposition under the laws of the Territory or the future State, except 
that then existing leases issued under the act and applications or offers for 
leases and unitization or other agreements would continue for their prescribed 
term under then existing regulations and the right, title and interest of the 
United States under such leases, etc. would pass to the Territory or future 
State. 

“Preference right to lease of underwater lands.—Section 6 of the bill provides 
a limited preference right to a lease under it in favor of a lessee of upland 
lands under the Mineral Leasing Act (or applicant or offeror for such a lease) 
covering lands beneath inland navigable waters which are contained within the 
boundaries of the upland lease. 

“Protection of existing or future natural resource rights under existing laws, 
etc.—Section 5 of the bill protects all existing or future rights to take natural 
resources, fish, and game under existing laws, withdrawals and reservations, 
and prohibits interference with navigation. Section 8 of the bill further ex- 
pressly preserves the act of August 8, 1947 (61 Stat. 916), permitting explora- 
tion and mining for gold and other precious metals in beds of navigable tidal 
and nontidal waters of Alaska, with provision for simultaneous operations under 
oil and gas leases. 

“Establishment of the seaward limits of Territorial inland waters.—The many 
sinuosities and irregularities of the Alaska shoreline, with its numerous coastal 
islands, bays, inlets, arms, straits, and the like of varying sizes, make it readily 
apparent that uncertainty and confusion would prevail as to the location of the 
seaward limits of Alaska’s inland waters unless provision is made for the deter- 
mip*tion of the line marking such limits. Accordingly, provision is made in 
section 4 of the bill for this determination to be made by the Secretary of the 
Interior. The principles to be followed in making this determination are set 
out in the letter of May 29, 1957, from the Honorable Hatfield Chilson, Under 
Secretary of the Interior, to the President of the Senate submitting the Depart- 
ment’s bill. 

“BENEFITS TO THE TERRITORY AND ITS ECONOMY 


“It is obvious that the discovery of substantial oil and gas deposits and the 
development of a permanent oil producing industry in the Territory of Alaska 
would be of immense benefit to the development and economy of the Territory, 
not only because of the lease revenues which would accrue to the Territory but 
also because of the stimulation of other industrial and commercial activity 
attendant upon oil drilling and producing operations. 

The benefits to the Territory and the need for opening up the underwater 
lands of Alaska to oil and gas development have been recognized by the Terri- 
torial legislature of Alaska in its house joint memorial No. 18, of March 7, 
1957, addressed to the President and Congress of the United States, the Secre- 
tary of the Interior, the Director of the Bureau of Land Management and the 
Delegate to Congress from Alaska. 


“CLARIFYING AMENDMENTS RECOMMENDED TO CONFORM THE BILL TO H. RB. 8054 


“S. 2242 is the bill as it was submitted to the Congress by the Interior Depart- 
ment. Subsequently, certain clarifying amendments to this bill were suggested 
to the Interior Department and were accepted by it. These amendments are 
incorporated in H. R. 8054 as favorably reported. An explanation of these 
amendments directed to a conformed copy of S. 2242 accompanies this state- 
ment. The Western Oil and Gas Association urges your honorable committee 
to amend S. 2242 so as to make it identical to H. R. 8054. This would greatly 
expedite the legislation since the House bill was approved unanimously by the 
House Interior and Insular Affairs Committee and seems likely to pass. 

“JT thank you for the opportunity to appear before you in support of this legis- 
lation.” 

Mr. Parton. If I may, Mr. Chairman, I would like to comment on a few 
things I heard during the discussion. 

In regard to the royalties, the royalties would be applicable after lands are 
taken off from the future State of Alaska. I don’t have the details before me, 
but I do recall definitely they have that same 5 percent concession on dis- 
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They have a provision in there by which the Territory expressly desires to 
have its iand managed and operated quite comparable to the Federal public 
lands that adjoin them. 

Senator Jackson. You mean the Territorial act? 

Mr- Patron. The Territorial act which was really an anticipatory act. 

Senator Jacson. Mr. Patton, you have had a lot of experience in this field 
and I think you are very able. Is it not true that the royalties charged by 
the large oil-producing States are much higher than the royalty charged under 
the Federal Mineral Leasing Act? 

Mr. Parron. That varies, Senator. I don’t recall specifically the Texas 
royalty, but I believe it starts with a minimum of 12% percent. That is all 
on the basis of public bidding. 

I would like to point out in this connection although under the Mineral 
Leasing Act traditionally since the beginning, the royalties on wildcat or lands 
that are not known to be producing structure are 12% percent. 

In the special case of Alaska there is a 5 percent concession on discovery for 
the first 10 years. 

As your development progresses on wildcat land and discoveries are made, 
oil producing geologic structures are brought to light, there is studied and imme- 
diately the lands by virtue of wildcat discoveries are classified as being on a 
known geological structure they automatically go over to the bidding provision 
under the Mineral Leasing Act, which has a minimum law of 16%. 

So there is not to be too much concern about the question of royalty because 
if discovery is made, and that is the purpose of all oil exploration, it will auto- 
matically classify a good deal of the land as coming within the competitive bid- 
ding provisions of the Mineral Leasing Act and these lands will benefit by that. 

Senator Jacson. You mean the adjoining lands? 

Mr. Patron. As you make discoveries under wildcat leases you naturally bring 
structures to light, oil and gas containing structures, and those lands will be 
classified as a known geological structure. 

Senator Jacson. That is assuming they are not already leased. 

Mr. Patron. They cannot be leased forever. 

Senator Jackson. I am pointing out that if the lands are already under lease, 
then, of course, they are not subject to any modification. 

Mr. Patron. That is quite true. 

The bill that you have before you is, of course, the same bill that was sub- 
mitted by Mr. Chilson to the Speaker of the House. Certain amendments were 
suggested to the Interior Department and discussed with them and those amend- 
ments were incorporated in the House bill by the Interior Committee. 

The Interior Department testified before this committee in favor of these 
changes. 

Senator Jackson. Why do we not go through your statement and then we will 
go through the amendments, the technical amendments. 

Do you want to do that? 

Mr. Patron. Yes. 

Senator Jackson. By the way, before you proceed with your statement, would 
you indicate the membership of the Western Oil and Gas Association so that 
we may have it in the record. 

Mr. Patron. Yes, sir. The association represents 80 percent of the oil produc- 
tion, and 86 percent of the refining and 86 percent of the marketing in the 5 
Western States of Arizona, California, Nevada, Oregon, and Washington. 

Senator Jackson. It is all the major oil companies? 

Mr. Patron. Yes, and many independents. 

I believe the legal situation which puts these bottom lands in a legal deep 
freeze has been corrected. It is a matter of statute or matter of case law. The 
necessity for legislation, of course, entirely aside from Overall development, 
arises from the fact that the geological structures do not stop at the arbitrary 
boundary lines between dry lands and water bottoms. 

They continue on their allotted course and if there is going to be an adequate 
search for oil and gas deposits and proper development if they are discovered, 
it is essential that drilling and development be allowed to follow the structures 
into the water bottoms. 

Proceeds to the Territory have been discussed and they are already referred 
to in this statement. 

I have also pointed out that this is merely an interim bill. Upon Alaska 
achieving statehood, or any other acquisition of title to these submerged lands, 
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the act ceases to apply except to existing leases and applications. They are free 
then. 

The lands that are not under lease or application at the time statehood occurs 
or perhaps transfer of title occurs, will be free to be leased by the Territory 
under its own present act. 

Senator Jackson. Yes, except as to the Federal public lands. 

Mr. Patron. Well, Alaska will not get the present Federal public lands. 

Senator Jackson. Historically the submerged lands under navigable waters 
have been the property of the State? 

Mr. Patron. They would become the property of the State upon statehood. 

Immediately that occurs any of those submerged lands to which they acquire 
title, which »re not then subject to a lease or application under this bill if it 
becomes law, are free to be leased by the Territory under their present omnibus 
public lands bill passed this year, or any other amendments made to them. 

Preference right, I think, has already been discussed. 

There is a quasi-precedent to that, Senator, in the original Mineral Leasing 
Act. It is not on all fours with this preference right. That is under the old 
prospect system where you have a preference right to least 5 percent after you 
have made discovery. 

Senator Jackson. State that again. I am concerned about this precedent. It 
does not mean I am against it. I am just asking questions here. 

Mr. Patron. The preference right was put in the bill, as a matter of fact, it has 
been in it ever since it was under discussion quite some time ago, to correct: such 
a situation where a man applied for a lease and he got a lease but he had a 
navigable river running throvgh it, there was a navigable lake in it which he 
would have gotten as part of his lease, but for the fact that the water bottoms 
could not be leased by the Federal Government . 

Senator Jackson. In connection with the application for leasing, did any of 
the companies indicute by letter their desire to lease the adjoining submerged 
lands? 

Mr. Patron. I have no such indication. 

Senator Jackson. You were saying there was a precedent. You are talking 
about mining laws? 

Mr. Patton. No, the original Mineral Leasing Act. Under the prospect permit 
system we have a prospecting permit for 2 years; then if they make a discovery, 
you have 160 acres, I believe that was the figure, you got part of it under leas- 
ing, you had a preference right to lease the rest of it. 

In other words, that was a reward for discovery. So, as I say, it is not quite 
on all fours with this present preference right. 

I mentioned a moment ago the bill protects all future rights on fish and game 
and provides that current operations can go on under those laws with the 
operations in the development of oil and gas. I do not believe that there is 
much of a general nature that has not already been discussed here, but I will be 
glad to answer questions on that before I go to these amendments. 

Senator JAcKson. How much land, in your judgment, will be subject to the 
preference clause? 

Mr. Patron. I could only make the wildest guess as to that, Mr. Chairman, but 
I doubt that a great deal will under this particular preference right. 

Senator Jackson. I wonder if the Department representatives could supply 
for the record, based on the records that are available to them, how much land 
would be subject to the provisions of this bill under the preference clause if a 
full exercise were made of section 6. 

Mr. HorrMan. Mr. Chairman, it could be done. Of course, we decentralized. 
The records are in Alaska in two of our offices there, in Fairbanks and in 
Anchorage. 

It would entail the examination of all applications, or leases outstanding on 
January 1, 1957, to find out how much inland waters, navigable waters, are 
involved in connection with the lands already applied for or already leased from 
January 1, 1957. 

Senator Jackson. If we can get the percentage. You see the importance of 
it. I want to be able to answer these questions. This is a highly pertinent 
question. It may be a small percentage. Ido not know. 

Mr. HorrMaNn. It will be difficult, but it could be obtained. We will get an 
estimate from our field offices who have the records as to the number of leases 
and the number of acres involved in offers that have been made subsequent to 
January 1, 1957, and any outstanding leases. 
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Perhaps we can get our cadastral survey éngineer there with the maps to 
estimate the amount of uavigable streams in acres that would be involved. 

I don’t want to assure the chairman we can give him the exact figures because 
it is quite a task and it will require a considerable examination of the records. 

Senator Jackson. I would like to have some information on this point. I do 
not like to be completely in the dark as to how important is this preference 
section. 

I think percentagewise it is very small out of the total involved, but I would 
like some authoritative statement. 

Mr. HorrMaNn. We shall contact our Alaska offices and get the best information 
available to us, Mr. Chairman. 

Mr. Parton. I would like to point out, Senator, in regard to the attitude of the 
Territory of Alaska, that a memorial was adopted at this last session of the 
Territorial legislature which recognized the very necessity of taking care of 
situations of this type and, of course, they asked for statehood first. 

Senator JacKSoN. The legislature did memorialize? 

Mr. Patton. Yes. A copy of that memorial is in the House hearings. 

Senator JacKson. That relates to the comprehensive program ? 

Mr. Patron. They knew about this bill at the time. 

Senator Jackson. They went beyond this bill to include the 3-mile limit? 

Mr. Patron. Yes. 

Senator JacKsON. Well, the memorial may be included in the record by ref- 
erence. 

What is the situation, Mr. Patton, where you have a lease on one side of the 
river? Say company A has a lease on the west side of the river and company 
B has a lease on the east side of the river. Would they under this preference 
clause go out to the middle of the river? 

Mr. Patton. I think that would have to be thrown into the category, that 
particular coverage of the law, and that would be my first impression in answer- 
ing that question, they would go to the middle. 

Senator JACKSON. Maybe we had better get someone from the Department 
here. 

Mr. Hoffman, I have raised a question here about the rights of abutting, I 
guess you would call them, abutting, leases to a navigable water. If company 
A is on one side of the river and company B is on the east side of the river, 
would they have a preference right out to the middle under this preference 
clause? 

Mr. HorrMaNn. There are problems there. We have situations where there 
would be 3 or maybe even 4 surrounding a lake. 

Senator JaAcKSON. Well, take my suppositious case. I am not talking about 
a lake; I am talking about a river. You are making it tough before I get there. 

In that case it would not be difficult? 

Mr. HorrMan. No, in that case they would get adjoining lands up to 640 
acres, 

It limits the preference right up to 640 acres. 

Senator Jackson. Let us take a lake. It is an irregular lake; it goes in all 
directions and you have abutting leases around the lake. How are you going to 
figure that out? 

Mr. HorrMaNn. I think that will have to be done administratively in each par- 
ticular case, to do whatever equities are to be done. 

Senator Jackson. What will be your criteria? 

Mr. HorrMan. The criteria will be the nearest land adjoining that lease. 

Senator Jackson. I would like to see the regulations. 

Mr. HorrMan. It is a problem. That is a problem we will have to contend 
with when we get out the regulations should this become law. 

I cannot say now, Mr. Chairman, officially for the Secretary, just how we 
would approach that problem. It may be on a compromise basis with all the 
lessees. 

If not, the Secretary would have to make the determination. It is going to be 
difficult. 

Senator Jackson. Mr. Culp has a question. 

Mr. Cup. I would like to ask Mr. Hoffman one question befére he leaves 
again. 
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On page 3, on line 20, there is included in that section 5 the statement that 
says: 

“Reservation shall not preclude simultaneous and unimpeded operations under 
any lease issued pursuant to this act.” 

If you notice, Mr. Hoffman, I believe section 5 refers to the right of the United 


States to withdraw lands for governmental purposes. 


Would that section 5 with that clause that I mention interfere with the right 
of the Government to, for instance, prevent. mining operations in a military area? 

Mr. HorrMan. Let me begin with this statement: The leasing for oil and gas 
exploration has been held by the courts to be discretionary with the Secretary of 
the Interior. He need not lease. 

Now, where it is found that a withdrawal or reservation of lands for other 
purposes will not interfere, I mean leasing will not interfere with the purpose 
for which such reservation or withdrawal is made, the Secretary would lease 
or would lease under special stipulation to protect their purpose. 

Where it would be not consistent to permit drilling at all in such areas, he 
would deny the lease. 

Mr. Cutp. Isn’t that the other way around because section 5 says: 

“Nothing in this act shall be construed as affecting existing rights, or rights 
acquired in the future, under existing laws, executive withdrawals or reserva- 
tions,” and then it goes on to say that the reservations shall not preclude opera- 
tions of the lease, which would indicate to me, and I want to see if you agree, 
that assuming a piece of land or lake that is subject to leasing under the provi- 
sions of this bill, which is later sought to be applied to a governmental purpose 
by the Government, do you not believe that that clause commencing on line 
20 would prevent the Government from in fact condemning that area? 

Mr. HorrMan. No, sir; the discretion still remains with the Secretary. 

Mr. Cup. But the lease is already in effect. 

Mr. HorrMan. Where the lease is in effect all withdrawals are made subject 
to prior valid rights. 

Even today we have a booming area. Let us take an extreme case where 
we have some mining claims. It is up to the War Department, for instance, to 
purchase those claims if they want to use it for bombing purposes because all 
withdrawals, all reservations, all rights set aside on particular land are made 
subject to prior valid right and the leasee would have a private valid right 
there. 

Mr. Cup. Under this provision as under other provisions, the Government 
would still have the right under its governmental powers to interfere in fact 
with this lease regardless of the provision of section 5? 

Mr. Horrman. Under the Constitution it would have to pay due compensa- 
tion if it took away the rights of the lessee, 

Mr. Cup. That is right. 

Senator Jackson. Unless the lease was subject to certain statutory rights 
then in existence, even though the lease made no reference to such statutory 
provisions? 

Mr. HorrMaNn. It would still be subject to the law. 

Senator Jackson. It would still be subject to the law then applicable? 

Mr. HorrMan. Yes, sir. 

Senator Jackson. Mr. Patton, did you have anything further to add to your 
statement? 

Mr- Parton. I would like to wind this bill up, Senator, with a corresponding 
bill submitted to the Speaker of the House as it was modified to pick up a 
number of things involving basic philosophy. 

It was modified with the Interior Department people. My request to the 
committee would be that similar amendments be made in 8. 2242. 

Senator Jackson. You are talking about the technical amendments? 

Mr. Patron. Yes. 

Senator Jackson. We are going to go into that in a few minutes. 

Mr. Patron.’ In the discussion of*the coastline, the determination of the sea- 
ward limits of inland waters, the definition used in this bill is word for word 
identical with the one in the Submerged Lands Act. We have done that pur- 
posely so as to give the Secretary of the Interior the benefit of all the pref- 
erences used in making that determination. 

So the same principles arrived at in determining that line for the States will 
be followed in regard to the Territory. 

Senator Jackson. I think there should be a consistent criteria on that. 

Mr. Patton. Yes. 
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Mr. HorrMan. Mr. Chairman, I want to augment my statement as to the 
precedent for preference rights. Perhaps I did not quite understand you. 

You limited your question to preference right on navigable waters, but i* you 
meant where there is any precedent for preference right, we have quite a few 
in the Mineral Leasing Act itself. 

Senator Jackson. Pardon me. 

Mr. HorrMan. If you meant in the broad statement whether we have prece- 
dent for preference right, certain parties, in giving leases we have quite a few 
precedents for that in the Mineral Leasing Act itself. 

For instance, section 20 of the Mineral Leasing Act gives a preference: right 
to a patentee of the surface of the land if he made his entry prior to February 
25, 1920, ~vithout a reservation of oil and gas to the United States, but prior 
to applying for patent if it was found that the lands were valuable for oil and 
gas and he was forced to take a aptent with the reservation of oil and gas to 
the United States, the act itself affords him a preference right under section 20 
to a lease as against others. 

We have another preference right which Mr. Patton pointed out, under the 
permit system. Prior to August 21, 1935, which act changed the system of 
granting the right to prospect for oil and gas from permits to a leasing system, 
and the payment of rentals, we had a preference right based on discovery under 
a prospecting permit. 

This preference right was to one-fourth of the area upon which discovery was 
made at 5 percent overriding royalty and a preference to the remaining three- 
fourths at 1214 percent on a graduated scale. 

So we have precedent for preference rights in mineral leasing. 

Senator Jackson. If there are any other precedents, would you be good 
enough to submit them for the record? 

Mr. HorrMan. I don’t know of any other in the act itself. Of course, Mr. 
Woozley in his testimony pointed out as to lands, public sale of lands, where 
the adjoining owner has a preference right to an isolated amount in these 
areas. 

Senator Jackson. If you do have anything further, I wish you would submit 
them for the record. I think it is important. 

Mr. HorrMan. Yes, sir. 

Senator Jackson. It might be well now to go through the bill for the techni- 
cal amendments. 

Mr. Patton. Does everybody have a conformed copy? The first change, the 
same operation was performed on the same bill on the House side. Page 2, line 
5, this wording conforms the definition to the preceding definition in section 
(a) by specifically referring to Territory of Alaska. 

Senator Jackson. That is a clarifying amendment. 

Mr. Patron. The next one, section 1(c), page 2, lines 9 and 10. Again these 
changes make it clear that the reference to the Mineral Leasing Act is to the 
act as it may be amended in the future and is not confined to the act as it exists 
on the date the bill becomes law. 

Still in section 2, page 2, lines 16 through 18. These changes avoid any pos- 
Sible interpretation that the Secretary’s powers are confined to the power to 
issue leases. 

They make it clear that the Secretary is to have all the powers contemplated 
by the Mineral Leasing Act including the power to unitize and enter into de 
velopment and other agreements. 

They also make it clear that ail pertinent provisions of the Mineral Leasing 
Act will be applicable. The rationale on that is that the comprehensive appli- 
sability of the Mineral Leasing Act should be unmistakably clear in a bill which 
for the first time extends the Leasing Act to lands to which it is not now ap- 
plicable and should not be left to be inferred by merely giving the Secretary 
authority to give leases under the act. 

In other words, the Mineral Leasing Act is a broad act dealing with the ad- 
ministration of oil and gas land and it is a matter of judicial interpretation. 

Senator Jackson. Mr. Hoffman, as we go through these, I take it that the 
department agrees with these amendments. 

Mr. HorrMan. Yes. 

Mr. Parron. Page 3, line 7, again the words “or offeror’. You have the 
offeror. The present system is to make the offer for lease. 

Senator Jackson. Is that language in the Mineral Leasing Act “offeror”? 








| 
| 
i 
; 
; 


in 


144 ALASKAN SUBMERGED LANDS 


Mr. Patron. We add the word “final” to the judicial determination in order 
to make it clear that the judicial determination had to be made final in order 
to be conclusive upon the Secretary. 

Page 3, line 9, the words “or any part of any body of water,” were added 
to make it clear that the Secretary will determine what parts of the body 
of water—if less than the whole—are inland navigable waters. 

I might add that that is of great importance both to the Government and the 
Territory and the lessees if you have leases issued that are in the vicinity of 
that as presently undetermined line because you might be on one side of the 
line or the other side. 

Page 3, lines 10 and 11, still dealing with this section 4. These changes 
make it clear (1) that the Secretary will be called upon to make only a 
factual and administrative determination as to the character of the waters 
involved and not the judicial determination as to whether they are subject 
to the act; and (2) that he will designate the line marking the seaward limit 
of the inland waters which is important in order to carry out the purposes 
of the act and to afford lessees, applicants, and offerors under it the necessary 
certainty as to seaward-lease boundaries. 

On page 4 and dealing with section 6, page 4, lines 5 and 7, the addition 
to line 5 and the first addition to line 7 are for the purpose of completing the 
expressions that were involved. 

The second addition to line 7 makes it clear that the preference right is to 
be limited to lands not within the known geological structure of a producing 
field. (Under the Mineral Leasing Act leases on such lands can only be ac- 
quired by competitive bidding. ) 

Senator Kucnet. Actually, all of those are so far extremely technical. 

Mr. Patton. They are clarifying amendments and amendments which make 
it sure to express the intent of the act. 

Page 4, line 8, is to make sure that the preference right comes to an end. 
You would not want a man to have his lease terminated and still have a prefer- 
ence right under this bill. 

Mr- HorrMaNn. Mr. Chairman, before:he goes further, may I ask a ques- 
tion that is not clear in my mind that would clarify it for the committee as 
well? 

On page 4 of the Senate bill, line 6, referring to preference right, it says: 

“Embraces within the boundaries described in the lease.” 

Does that mean abutting the lease he would not get a preference right? The 
inland waters would have to be within the boundaries of the present lease? 

Mr. Patton. This is the Department’s provision. 

Mr. HorrMan. I know. I had a part in it. 

Senator Jackson. Is this a bill drafted with the cooperation of the Western 
Gas & Oil? 

Mr. HorrMan. Yes, sir; originally the bill was drafted by the Western Oil & 
Gas Association, through Mr. Patton, as chairman of the Public Land Com- 
mittee, included submerged lands. 

The Department was not in favor of including submerged lands as such in 
one bill. 

We want the navigable waters because we want later, if possible, where it 
becomes necessary, to follow the pattern of the submerged lands bill for the 
continental United States. 

The House so amended its bill to exclude the submerged land. 

Senator Jackson. The original overall bill was drafted by your association 
and submitted to the Department. 

Mr. Patron. Yes. There was a hearing on our bill with representatives of 
the Interior Department present and I believe I can safely state with the excep- 
tion of the exclusion of the 3-mile strip they would agree with us in principle, 
but they wanted to submit their own wording. 

This was the Department’s wording. We simply took another run to make 
sure that all the things we agreed upon should be in there. 

Mr. HorrMANn. Not to ask a question, but to make a statement, I do want to 
make it clear from the Department’s point of view that the preference right 
will be for inland waters within the boundaries described in the lease and not 
abutting it. 

Senator KucHer. Where is the problem caused by the word “abutting”? I do 
not see that. 
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Mr. HorrMan. It is not in here. Some people in letters and otherwise have 
been under the impression that they could get adjoining inland waters to an 
existing lease. 

The preference right of the bill is limited, it has to be within the boundaries of 
an existing lease. 

Senator JAcKSON. Does that mean entirely enclosed? 

Mr. HorrMan. Well, to me it does; yes, sir. 

Where it says on line 5, “Embraces within the boundaries described in the 
lease,” that means to me that it is within those boundaries and not adjoining it. 

Senator J'ackson. What would be the point of preference? 

Senator Kucnuen. Their lease, whatever boundary it has, does not affect any 
of the area that is under water. 

Senator Jackson. One of the boundaries would be the adjoining navigable 
waters or island waters ; would it not? 

Mr. HorrMan. The point is this: When we issued the lease they applied for 
the entire area, say there was 2,560 acres in the lease. They gave the outer 
boundaries of that lease and included the navigable waters. We rejected it as 
to navigable waters because of our lack of authority to issue it. 

In those cases they would have the preference right for those navigable waters. 

Senator Jackson. What if they did not apply for the navigable waters? 

Mr. HorrMan. Even if they did not apply, they would still have a preference 
right. 

Senator Jackson. Under this provision? 

Mr. HorrMAN. Under the provision of the inland waters within the boundaries 
of their lease. 

Senator KucHEL. Do you agree with that, Mr. Patton? 

Mr. Patron. I quite agree with it. I am not blowing hot or cold on this 
problem. 

I see what the Department meant by using the language. 

You meant what we originally had in the Western Oil & Gas bill? 

Mr. HorrMAan. That is right. 

Mr. Wooz.tey. Mr. Harrington here, being a cadastral engineer, can describe 
what the problems here are if it would help clarify the situation. 

Senator JACKSON. I must say I am confused on this point. 

Mr. Wooz.ey. I think Mr. Harrington could assist in describing the sort of 
leases we have here to which this would apply, if this were applied. 

Senator JAcKSON. Yes. 

Mr. HaArrineron. Mr. Chairman, of course, some of these leases are bounded 
by the actual, described by metes and bounds on surveyed land, and they are 
bounded by the actual shore of the bay, for example. I do not believe that those 
navigable waters would be within the boundaries of the lease. 

Other leases are described by blocks or sections where they described in their 
original application, as Mr. Hoffman pointed out, a large area which, when 
surveyed, will be sections so and so and township so and so. 

I think those lakes then would be within the boundaries of the applications as 
described. 

Senator Jackson. But the lessee would have to be all the way around it. 

Mr. Harrineton. Or he could be partly around it. He could go down part of 
the lake. He would get part of the lake in his section. 

Senator Jackson. He would get that part of it? 

Mr. HARRINGTON. That is right. 

Senator Jackson. I put a hypothetical case here earlier and that involved a 
situation where company A has the west side of the river and company B has 
the east side of the river, and the Chair was advised that they would be able 
to go out to the middle. 

Under this section that is not true? 

Mr. HorrMan, It would be true, Mr. Chairman—— 

Senator Jackson. Wait a minute. Let us not get off on another case. Let 
us do one at atime. Would it be true under the case I gave you? 

Mr. HorrMan. If part of the navigable waters were within the boundaries of 
this present lease. 

Senator Jackson. How could it be under that situation? 

Mr. HorrMan. It could be. 

Senator Jackson. The boundary line of the lease is the shore of the river, or 
the bank of the river, I should say. 

Mr. Harrinaton. If it is described. by, metes and bounds it. generally is. 
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Senator Jackson. Would they have a preference right there? The river, 
there is no indentation on it. It is a straight line. That was the hypothetical 
case I gave and I was advised they would have preference. 

Senator Kucue.. The message did not get through. 

In other words, the chairman’s example is that the boundary of lessee A 
goes to the river, but does not include the river. 

Senator Jackson. It could not include the river because you cannot get 10. 

Senator KucHe.. I suppose conceivably it actually could go out halfway to 
the river if they made it that way. 

Senator Jackson. They cannot do it because they have no authority to do it. 

Mr. Horrman. If a man applies for 2,560 acres which is the maximum allowed 
under 1 lease and he described it by metes and bounds and take in part of that 
river in his description, but this was rejected because we had no authority to 
lease a navigable stream, then I think, and I am just thinking, I think he would 
have a preference right to that portion to complete his 2,560 acres if this bill 
passes. 

He would have a preference right. 

Senator Jackson. But he is making a request that you do not have legal 
authority to carry out and he knew, or should have known, you did not have, 
so you are going to reward a guy who is asking for something you have no 
authority to give and the fellow who complied with the law, or lived up to it, 
is stuck, under the answer you gave me. Am I right? 

Mr. HorrMan. Conceivably you are right. I don’t know if I am right. 

Senator Jackson. But that kind of reasoning just does not make sense, Mr. 
Hoffman, You are rewarding in that case the fellow who makes an illegal 
request. 

Mr. HorrMan. Apparently he would have no preference right. I will correct 
my testimony as to that fact. 

But if the inland water is entirely embraced within the boundaries of his 
present lease conceivably he would have a preference right to that inland 
water. 

Senator Jackson. You have no right to give them such a lease in the first 
place. 

Mr. HorrMan. We didn’t; we rejected it if he applied or if he did apply we 
gave him a lease which we had a proper right to give him. 

The purpose of this bill is to recognize an inequity in the lessee, that if this 
law had been on the statute books at the time he applied he would have naturally 
applied for one complete unit and all the land within it which would be the 
navigable stream. 

It is recognized in equity in those leases. 

Senator Kucuet. Is it the intention of the Department in drafting this legisla- 
tion that the preference is contingent upon the boundaries of the lease which 
was in existence last January? 

Mr. HorrMan. Yes, sir. 

Senator Kucuet. So that if within the boundaries of the lease, no matter 
where it is, last January there is a submerged area that would give him a 
preference? 

Mr. HorrMay. Yes, sir. 

Senator KucHet. That is all there is to it. 

Mr. HorrMan. That is all there is to it as far as I can see, but there is some 
question there—Senator Jackson asked me before if there were two leases on 
either side of the river—that was the first question I believe—where would you 
show the line of demarcation as to the preference of each. 

Apparently I did not answer correctly because if that river adjoined the 
lessee and not within the boundaries neither one would have a preference right 
under this bill. 

Mr. Patron. I think the Senator put his finger on the situation. Here is your 
river. This man’s lease is bounded by the river. I think he has no preference 
right. 

Senator KucnHet. What is that again? 

Mr. Patron. I think he has no preference right. His lease description will 
only goto here. They will exclude that. 

Senator KucHe.. If they do there is no problem. 

If, however, they define a leasehold to include-a submerged area, whether it 
is part of a navigable river or otherwise, he gets a preference. 

Mr. Patton. I doubt if there are any cases in which they have done that. 

Senator KucHer. Then what are we talking about? 
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Senator Jackson. He is on both sides of it. I can understand it. 

Mr. Parton. I think both sides of the river is covered by this one. 

Senator Jackson. You certainly cannot reward a lessee where, for example, 
the Department has made a mistake and in the metes and bounds description of 
the lease has illegally given him—of course, it is not a legal lease because you 
have no authority to do that which you are not authorized to do by statute, but 
under this provision if the Department had made a mistake and given him a 
metes-and-bounds description, which included land waters, submerged land, 
inland waters, he would get a preference, but the adjoining neighbor who had a 
metes-and-bounds description which did not include the inland waters would be 
stuck under this preference. 

Mr. HorrMan. He would only get a preference if that inland water was within 
the boundaries of his valid lease—let us call it that. 

Senator Jackson. I think we had better do a little clarifying; as Mr. Patton 
has explained it, I think there is less criticism of the preference provision when 
the interpretation is given that it must embrace the boundaries described in the 
lease. 

Senator Kucuer. Mr. Chairman, I agree with everything you have said ex- 
cept that still the language of this law and the intention which Mr. Hoffman 
has expressed as to the application of that language, is that the boundaries 
of a lessee determine the maximum opportunity he has to apply the preference. 
Is that not correct? 

Mr. Parron. That is the way I would construe it as a lawyer. 

Senator Kucuet. If the boundaries are void, you do not have any problem. 

Mr- HorrmMan. I think we would have to take corrective measures as soon as 
we have learned of it. 

Senator Jackson. The interpretation has been made in connection with the 
testimony of departmental witnesses under section 6, that if the lease ran to the 
bank or to the shore——— 

Senator Kucuer. He said he was wrong. 

Senator Jackson. The abutting lessee would have the right to exercise his 
preference. 

Mr. HorrMan. I was wrong in that respect because I did not read at the time 
“embraces within the boundaries described in the lease.” I did not read that 
particular sentence. 

Senator JAcKSON. In most of the inland tidal water area will there be situa- 
tions where a lessee will be able to get any of those tidal waters? 

Mr. HorrMan. He can apply. 

Senator Jackson. Iam talking about under section 6. 

Mr. HorrMan. No, he can’t have a preference right, but he can apply the 
Same as anybody else for a new lease if he has not reached his acreage limitation. 

Senator JAcKsoNn. The only way to get a preference right is if the lease went 
across the bay and embraced within the boundaries described in the lease. 

Mr. HorrMan. That is right. 

Senator Jackson. Let us suppose a bay is 10 miles wide. 

Mr. HorrMan. I don’t think that precise question would make any difference. 

Taking this example under the language of the present section 6, if a man 
applies for this type of lease, that his 2,560 acres, but they cut him off et the 
shoreline because they have no authority at present to lease that, the boundaries 
of his lease are going to be this. 

So the submerged lands are not going to be within the preference provision. 

Senator Jackson. Can he tack on leases? What is a lease under this section? 

Mr. HorrMaNn. He ecan file an application or an offer, as we call it, for a new 
lease for this land. 

Senator Jackson. We are still talking about section 6 now? 

Mr. HorrMan. Section 6, he would have no preference right. 

Senator Jackson. Let us stick to section 6. 

Mr. HorrMANn. He would have no preference right. 

Senator JacKsSoN. What is the lease? He may have several leases, 

Mr. HorrMaNn. He can have any number of leases. 

Senator JACKSON. He can take them on to make them come within the pro- 
visions of section 6? 

Mr. HorrMan. Yes, limited to 640 acres of navigable waters in each lease. 

Senator Jackson. What I am talking about is in determining a preference 
right, it is not just one lease that he has, he can take on all 10 of them if he has 
them. 

Mr. HorrMan. Yes, sir. 
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Senator Kucue. If they are contiguous. 

Senator Jackson. If they are contiguous to each other. 

Mr. HorrMan. Not necessarily contiguous. If he has 10 leases and within 
the boundaries of each of those leases there are navigable waters, then to the 
extent of 640 acres of those navigable waters he has a preference right. 

Beyond that he does not. That is the only way I can interpret it. 

Senator Jackson. Supposing on a bay that is within the provisions of this 
bill, inland tidal waters, he has a lease on the west side of the shore and he has 
a lease directly across on the east side, can he take those two leases together 
and make that within the boundaries described in the lease? 

Mr. Patron. I don’t think so, as a matter of law. 

Mr. HorrMan. I think each lease would have to stand on its own. 

Senator Jackson. What is the maximum that one individual can get? 

Mr. HorrMan. He can hold 100,000 acres in Alaska and each lease not to 
exceed 2,560 acres. 

Senator Jackson. You mean one company or one individual? 

Mr. HorrMan. Company, individual, or association of individuals, partnerships. 

Benator JacKson. Then they can form several different companies, can they 
not? 

Mr. HorrmMan. Yes, but it is the controlling company. 

If a person, for instance, owns stock to the extent of 20 percent in a company, 
he is chargeable with 20 percent of that lease, individually, but in Alaska, as I 
pointed out in giving statistics of 4,500,000 acres, large expenditures are re- 
quired and large areas are required to warrant the expense of drilling operations. 

So they usually unitize or enter into special development contracts under sec- 
tion 17 (b) of the Mineral Leasing Act, which provides for that. 

As to that acreage, it is not chargeable against the 100,000 acres. It is without 
regard to the acreage limitation. 

Senator Jackson. In interpreting section 6, would you say, referring to the 
language on lines 5 and 6 on page 4 in section 6: 

“Embraces within the boundaries described in the lease”— 
the word “lease” is used there and in interpreting that provision, would con- 
fine it to a lease involving a maximum of 2,560 acres. 

Mr. HorrMan. Yes, sir. You could not take two leases and take in between 
and say that is within the boundaries of the two leases. 

Senator Jackson. This is the limitation in exercising his preference right, 
2,560. 

Mr. Patton. That would assume you are perfectly safe on the lease side if the 
lease is issued. 

Senator Jackson. I do not see how under section 6 then the individual or firm 
or corporation would be able to get a preference in so-called tidal waters. 

Mr. HorrMan. Not all leases take the maximum of 2,560. There are a lot 
of leases for 1,000 acres, 1,500 acres. 

Senator Jackson. Can you take a lease and have half of 2,560 acres on one 
side of a shore and the other half on the other side of the shore and 9 miles 
apart and not count the waters in between as part of the lease? 

Mr. HorrMaNn. No, sir; we have a rule that the area need not be contiguous, 
but it must be within a 6-mile area. 

Senator Jackson. Let us take less than that. Let us take a 2-mile body of 
water. He could arrange to have it divided in such a way that he would have 
a preference on that. 

Mr. HorrMan. We have leases where lands are not contiguous for one rea- 
son or another because the other lands were not available. Navigable waters 
would be one of the reasons where the land would not be contiguous and they 
jumped around, but it would have to be within a 6-mile square. 

Now, whether in that one lease the intermediate waters would entitle the 
lessee to a preference right when they are not within the boundaries of a 
particular subdivision is a question. 

They would have to be within the boundaries of the subdivision either by 
metes and bounds or otherwise before they could get a preference right even 
though the lands in the lease itself are not contiguous. 

Senator KucnHer. You have not given them very much. 

Mr. HorrMan. No. 

Senator Jackson. The other amendments are of a technical nature. 

Mr. Parton. In order to clarify and make sure that the bill says what was 


intended. 
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Senator Jackson. There are no substantive changes? 

Mr. Patron. There was one. There was a clause in our bill at the end, that 
it goes to the venue for the legal action sought. 

We thought it was advisable to put a section in there that: 

“Any proceeding affecting any lease issued pursuant to this act may be brought 
in the United States District Court for the District of Alaska or in any United 
States district court for the district in which the defendant resides or has his 
principal place of business.” 

Senator JacKson. You leave section 9 in the old bill in as section 10? 

Mr. Parron. Yes. The department has no objection to this. This is simply 
to get venue in Alaska in the United States district court. 

Senator Jackson. I do not see any objection to that. ; : 

Mr. Parton. It slightly reduces the expenses of Alaska operations which are 
costly enough if we could get in court. 

Senator Jackson. Do you gentlemen have anything further? 

Governor Gruening, did you have a statement that you wished to make? 


STATEMENT OF Hon. ERNEST GRUENING, ForMER GOVERNOR, PRESENT SENATOR- 
DESIGNATE, FROM ALASKA 


Mr. GRUENING. No, merely that I am in favor of the bill. I think it is a very 
desirable measure. 

I hope it will be promptly reported and passed. 

Senator Jackson. I do not know whether you had an opportunity to hear 
my question earlier about the possibility of a lot of lands being leased under 
this before the new State will have an opportunity of course to charge a rate of 
royalty that would be higher than provided for in this bill. 

I think in general the States, the large oil producing States, do receive sub- 
Stantially greater royalties than the Federal Government receives under the 
Federal Mineral Leasing Act. 

Do you think there ought to be some limitation possibly here on that or make 
it subject to the right of the State when they take over these leases—— 

Mr. GRUENING. Needless to say, we espouse the principle of equality especially 
when it is equality in securing revenues when equality means a greater amount 
of receipts. 

I cannot say whether I think there is a great danger that we would lose sub- 
stantial revenue if some provision were not made to take care of this situation. 
I think that figure would delay action on this bill through efforts to perfect 
it might be disadvantageous. 

The old saying that perfection is the enemy of the good, I think, applies to 
much legislation. The important thing is to get this bill passed. 

Senator Jackson. There is a little sort of business going on on the floor 
right now that gives us some time to go into this matter very carefully without 
delaying it. I am not sure how long this discussion is going to go on on the 
floor. 

Well, thank you, Governor. 

Delegate Bartlett, do you have anything further? 

Delegate BarTLETT. Nothing further, Mr. Chairman, except to say I have sub- 
mitted chapter 184 with the royalty provisions spelled out that the territorial 
legislature seeks to make operative. 

Senator Jackson. It will be filed with the committee 

This will conclude our hearings on Senate bill 2242. 

Now, we have another bill, but under the rules of the Senate we will not be 
permitted to operate after eleven-thirty. 

I do not see how we can proceed, Delegate Bartlett. 

Delegate BARTLETT. Thank you, Mr. Chairman. 

The CHAIRMAN. The hearing will be concluded. 

(Thereupon, at 11:30 a. m., the subcommittee was adjourned). 
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